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Recent Messagesof President Roosevelt 


Urging Action for Conservation of Our Natural Resources 


Sent to the Congress January 24, 1935. 


© the Congress of the United States: 
During the three or four centuries of white men 
on the American Continent we find a continuous striv- 
ing of civilization against nature. It is only in recent years 
that we have learned how greatly by these processes we have 
harmed nature, and nature in turn has harmed us. 

We should not too largely blame our ancestors, for they 
found such teeming riches in woods and soil and water— 
such abundance above the earth and beneath it—such free- 
dom in the taking, that they gave small heed to the results 
that would follow the filling of their own immediate needs. 

Most of them, it is true, had come from many peopled 
lands where necessity had invoked the preserving of the 
But they had come here for the ob- 
freedom, and it was natural that free- 
dom of conscience and freedom of government should extend 
itself in their minds to the unrestricted enjoyment of the 
free use of land and water. 

Furthermore, it is only within our own generation that 
the development of science, leaping forward, has taught us 


bounties of nature. 
taining of a greater 


where and how we violated nature’s immutable laws and 
where and how we can commence to repair such havoc as 
man has wrought. 

In recent years little groups of earnest men and women 
have told us of this havoc; of the cutting of our last stands 
of virgin timber; of the increasing floods, of the washing 
away of millions of acres of our top soils, of the lowering 
of our water-tables, of the dangers of one-crop farming, of 
the depletion of our minerals—in short the evils that we 
have brought upon ourselves today and the even greater 
evils that will attend our children unless we act. 

Such is the condition that attends the exploitation of 
our natural resources if we continue our planless course. 


But another element enters in. Men and nature must 
work hand in hand. The throwing out of balance of the 
resources of nature throws out of balance also the lives of 
men. We find millions of our citizens stranded in village 
and on farm—stranded there because nature cannot support 
them in the livelihood they had sought to gain through her. 
We find other millions gravitated to centres of population 
so vast that the laws of natural economics have broken 
down. 

If the misuse of natural resources alone were concerned, 
we should consider our problem only in terms of land and 
water. It is because misuse extends to what men and women 
are doing with their occupations and to their many mistakes 
in herding themselves together that I have chosen, in ad- 
dressing the Congress, to use the broader term “national 
resources.” 





For the first time in our national history we have made 
an inventory of our national assets and the problems relating 
to them. For the first time we have drawn together the 
foresight of the various planning agencies of the Federal 
Government and suggested a method and a policy for the 
future. 

I am sending you herewith the report of the National 
Resources Board, appointed by me on June 30, 1934, to 
prepare the comprehensive survey which so many of us have 
sought so long, I transmit also the report made by the Missis- 
sippi Valley Committee of the Public Works Administration, 
which committee has also acted as the water planning com- 
mittee in the larger report. 

These documents constitute a remarkable foundation for 
what we hope will be a permanent policy of orderly develop- 
ment in every part of the United States. It is a large subject 
but it is a great and inspiring subject. May I commend to 
each and every one of you who constitute the Congress of 
the United States a careful reading of these reports. 
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In this inventory of our national wealth we follow the 
custom of prudent people toward their own private property. 
We as a nation take stock of what we as a nation own. We 
consider the uses to which it can be put. We plan these uses 
in the light of what we want to be, of what we want to ac- 
complish as a people. 

We think of our land and water and human resources 
not as static and sterile possessions, but as life-giving assets 
to be directed by wise provision for future days. We seek 
to use our natural resources not as a thing apart but as some- 
thing that is interwoven with industry, labor, finance, tax- 
ation, agriculture, homes, recreation, good citizenship. The 
results of this interweaving will have a greater influence on 
the future American standard of living than all the rest of 
our economics put together. 

For the coming eighteen months I have asked the Con- 
gress for $4,000,000,000 for public projects. A substantial 
portion of this sum will be used for objectives suggested in 
this report. As years pass the government should plan to 
spend each year a reasonable and continuing sum in the de- 
velopment of this program. 

It is my hope, for example, that after the immediate 
crisis of unemployment begins to mend, we can afford to 
appropriate approximately $500,000,000 each year for this 
purpose. Eventually this appropriation should replace all 
such appropriations given in the past without planning. 

A permanent national resources board, toward the es- 
tablishment of which we should be looking forward, would 
recommend yearly to the President and the Congress priority 
of project¢ in the national plan. This will give to the Con- 
gress, as is entirely proper, the final determination in relation 
to the projects and the appropriations involved. 

As I have already stated, it is only because of the 
current emergency of unemployment and because of the 
physically impossibility of surveying, weighing and testing 
each and every project that a segregation of items is clearly 
impossible at the moment. 

For the same reason the constituting of fixed and perma- 
nent administrative machinery would retard the immediate 
employment objective. 

Our goal must be a. national one. Achievements in the 
arts of communication, of transportation, of mechanized pro- 
duction, of agriculture, of mining and of power, do not mini- 
mize the rights of State governments, but they go far beyond 
the economics of State boundaries. 

Only through the growth of thought and action in terms 
of national economics can we best serve individual lives in 
individual localities. 

It is, as these reports point out, an error to say that we 
have “conquered nature.” We must, rather, start to shape 
our lives in more harmenious relationship with nature. This 
is a milestone in our progress toward that end. The future 
of every American family everywhere will be affected by the 
action we take. 


On Aviation 
Sent to the Congress January 31, 1935 


"TO the Congress of the United States: 
I am submitting herewith the report of the Federal 
Aviation Commission appointed by me last Summer by di- 


rection of the Seventy-third Congress. The commission has 
made a diligent study of the broad subject of aviation con- 
ditions here and elsewhere and emphasizes the excellent 
American progress in this new form of transportation. The 
commission has also studied problems of national defense, of 
procurement policies and of the extension of air transport 
services. I invite your attention to these comprehensive 
surveys. 

As I have suggested on many occasions, it becomes more 
and more apparent that the government of the United States 
should bring about a consolidation of its methods of super- 
vision over all forms of transportation. When the Interstate 
Commerce Commission was created, in 1887, the railroad 
was practically the principal method of rapid interstate trans- 
portation. Since that time this monopoly of transportation 
enjoyed by the railroad, to a very important degree, has been 
limited by the development of the automobile and good inter- 
state roads. 

Recently water transportation by lake, by river, by 
canal and by ocean has, largely through the construction of 
the Panama Canal and our inland waterways, definitely 
brought ships and shipping into the general interstate field. 
More recently still, air transportation has become an element. 

All of these developments have changed the general 
problems of transportation and the concern of the govern- 
ment with them. A number of valuable reports have been 
prepared on these related questions. The report of the Fed- 
eral Coordinator of Transportation has already been sub- 
mitted to the Congress by the Interstate Commerce 
Commission. 

The report deals with the many problems relating to 
buses, trucks, water carriers and railroads. Other reports 
of department committees on ocean mail subsidies have been 
completed. This present report on aviation is a similar 
source of information and advice concerning transportation 
by air. 

I earnestly suggest that the Congress consider these 
various reports together in the light of the necessity for the 
development of interrelated planning of our national trans- 
portation. At a later date I shall ask the Congress for gen- 
eral legislation centralizing the supervision of air and water 
and highway transportation with adjustments of our present 
methods of organization in order to meet new and additional 
responsibilities. 

There are detailed questions, however, that require 
early action. Our extended mail contracts with air lines 
expire on or about March 1, and existing legislation dealing 
with primary and secondary routes should be revised before 
that time. The commission suggests that the Interstate Com- 
merce Commission be given temporarily the power to lower 
or increase air mail rates as warranted in their judgment 
after full investigation. 

The purpose of this is to prevent the destruction of any 
efficiently operated part of the present system pending suitable 
consideration by the Congress of what permanent measures 
should be taken and what amendment, if any, the present 
general transportation policy of the government should 
undergo. 

I concur in this recommendation of the Federal Aviation 
Commission, provided always that the grant of this duty 
to the Interstate Commerce Commission be subject to pro- 
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visions against unreasonable profits by any private carrier. 
On account of the fact that an essential objective during 
this temporary period is to provide for the continuation ot 
efficiently operated companies and to guard against their de- 
struction, it is only fair to suggest that during this period 
any profits at all by such companies should be a secondary 


_consideration. 


Government aid in this case is legitimate in order to 
save companies from disastrous loss, but not in order to 
provide profits. 

The commission further recommends the creation of a 
temporary Air Commerce Commission. In this recommenda- 
tion | am unable to concur. I believe that we should avoid 








the multiplication of separate regulatory agencies in the field 
of transportation. Therefore, in the interim before a perma- 
nent consolidated agency is created or designated over trans- 
portation as a whole, a division of the Interstate Commerce 
Commission can well serve the needs of air transportation. 

In the granting of powers and duties by the Congress, 
orderly government calls for the administration of executive 
functions by those administrative departments or agencies 
which have functioned satisfactorily in the past and, on the 
other hand, calls for the vesting of judicial functions in 
agencies already accustomed to such powers. It is this prin- 
ciple that should be followed in all of the various aspects 
of transportation legislation. 


Government and the Public Utilities 


By WENDELL L. WILLKIE, President, The Commonwealth & Southern Corporation 


Delivered at Joint Meeting of The Economic Club of New York and The Harvard Business School Club, 
New York City, January 21, 1935, 


well aware of the problem which confronts the elec- 

tric utility industry in the United States. It has 
aroused widespread discussion; its solution will affect, for 
good or ill, some five million American citizens who have 
invested some fourteen billion dollars in this industry. More 
siynificant still the answer ultimately adopted will have 
vital bearing upon the future course of our country’s eco- 
nomic development. 

Briefly explained, this problem results from the crystali- 
zation of the issue of private or public ownership of our 
utility industry. It is not a new question—but it is one on 
which there was never better opportunity than the present 
for full examination and enlightenment, for an analysis of 
the facts and a test of these two systems on the basis of the 
plain indisputable figures of their respective records. 

My sincere belief is that the American citizen and the 
American taxpayer want the facts about the question. Speak- 
ing as one connected with the electric utility industry I may 
say that if we can present the facts, as I honestly know and 
understand them I do not believe we need be apprehensive 
about the future of the industry, for facts carry with them 
their own prophecy; and in a country of free, intelligent 
people they become the unvarying instrument of final de- 
cision. 

First let us examine municipal ownership—It is as old 
as the business itself. 
of the electric light and power industry in the United States 
there have been established altogether some 3,900 municipal 
plants. More than half of these have been abandoned and 
only about 1800 remain. The percentage of mortality in 
the last fifteen to twenty years has been higher. Of the 
437 municipal generating plants established between 1920 
and 1930, 323 or 74% had been sold or abandoned by 1932. 
‘These municipal plants throughout their history have been 
free from taxation yet today the average rate for all classes 
of service by municipal plants is 15% higher than the rate 
for electric energy from electric utilities privately owned. 


ee BTEDLY, everyone present here tonight is 


In the fifty odd years of the existence 


It is true that they have favored the domestic at the expense 
of the industrial consumer and in the isolated instances which 
are widely advertised of the low municipal domestic rates 
in practically all instances are made possible by a subsidy 
upon the industrial user. 

Interruptions of service in municipal plants are frequent 
and inevitable except where such municipal plants are con- 
nected with the coordinated transmission systems of privately 
owned utility companies. The use of electric energy, with 
few exceptions, by customers of municipal plants is sub- 
stantially less than that of customers of private plants. Few 
municipalities have done any promotional work in the sale 
of appliances and the extension of unprofitable rural lines 
by such plants is almost unknown. They pay no Federal, 
State, County or municipal taxes which equal 15% of the 
income of the privately owned utility companies. By reason 
of such exemption from taxes every citizen of the United 
States whether or not a resident of the particular cities in 
which such municipal plants are located, is required to pay 
higher taxes. In municipalities where municipal plants are 
operated, particularly where the rates are as low as those of 
private utilities, the tax rate is materially higher than in 
many municipalities where privately owned utilities operate. 
For instance, take the much heralded Tacoma, Washington. 

A taxpayer owning property of a valuation of $5,000 
pays taxes in Tacoma of $133.00 per year while in Chatta- 
nooga, Tenn., the owner of a comparable property pays 
$96.60 per year in taxes. Let me give you some other com- 
parable figures on a $5,000 valuation basis: 


Seattle Atlanta 

(Municipal Plant)..... $170. (private)... .$108. 
Kansas City, Kansas Nashville 

(Municipal Plant)..... 123. (private).... 76. 


Those, however, who seek to lure us along the pathway 
of public ownership of public utilities, when these arguments 
are presented to them, answer that the reason for this show- 
ing on the part of municipal electric plants is because they 
are disconnected \ operations. That we should establish 
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regional large scale government power development such as 
the Ontario Hydro Commission operation. As our dis- 
tinguished fellow townsman, Governor Al Smith, would 
say “Let’s look at the record”— 


Ontario, because of its favorable location with respect 
to Niagara Falls and the even flowing rivers of Northeastern 
Canada has ¢he most favorable situation on the American 
continent for the development of low cost hydro electric 
energy immediately adjacent to market. This enterprise was 
commenced in the early years of the century as a result of 
arguments strikingly similar to those heard in the United 
States of today. Its proponents asserted that it would be 
necessary to have a public power authority to insure the 
bringing of cheap hydro electric power to the people. The 
Public Authority was not to supplant private enterprise but 
merely to serve as the now familiar yardstick, to see that 
private companies kept their prices within reason. The social 
benefits of the plan were those which were stressed, and ac- 
cording to its founders, the building of a huge political or- 
ganization was not even considered. Another advantage 
which these men claimed as their followers claim in the 
United States today for the public undertaking was that the 
municipalities would soon own the electric facilities debt 
free, and thus emerge from “interest-slavery” to private 
corporations. The Provincial authorities would at all times 
have control over the disbursement and receipt of funds, and 
the Hydro Commission would serve only as a Trustee for 
the municipalities, taking “surplus” power from Niagara 
Falls and making it available at the city gates at cost. 


Indeed, if the names were changed the publicity at- 
tending the beginnings of the Ontario hydro project could 
easily be mistaken for today’s discussions of similar projects 
in the United States. There were the same innuendos tend- 
ing to discredit the accomplishment of privately owned utili- 
ties, the same flattery of the communities to be served, the 
same assumption of virtue as champions of the people and 
the same extravagant promises as to cost. 

Let us see, based on the Ontario experience, how likely 
these claims are to bear the test of time. It did not remain 
a mere yardstick for the measurement of private operation. 
Its history is one of continuous encroachment upon the 
field of private enterprise. Starting in 1910, supplying 
power to seven municipalities, it has brought out practically 
the entire privately owned utility industry in Ontario under 
the forced threat of public competition if such sales were 
not made. Every major city is now served by the Hydro 
and today it serves 85% of the total customers in the 
Province. 

It also was to be a fine example of institutional de- 
mocracy free from the evil effects of political manipulation. 
As Dr. Arthur E.Morgan, Chairman of the TVA has said— 

“The very life of the American nation is threatened 
by the custom of political patronage. The more widely 
public activities are extended, and the more government has 
to do with the management of our lives, the more sinister 
is this evil force.” 


Despite the predictions that the Hydro would be free 
from such politics, the political history of Ontario in the 
twentieth century could be written in the terms of the history 
of Hydro. In 1903, the party out of office in need of a 
“radical” appeal to the voters, adopted the Hydro issue as 


its campaign platform and rode to power on this issue. 
With the exception of a brief period between 1921-1924, this 
party remained in control until last year, when the election 
turned largely on the issue of Hydro. The only record of 
a defeat to the Hydro in all these years was the victory of 
its opponents in 1921, with the subsequent blocking of a 
grandiose plan of a publicly owned railway enterprise. 

What about the self-liquidating feature? Hardly a 
speech in advocacy of our presently proposed governmental 
operations is made but what we are reminded that the pro- 
gram will be self liquidating in twenty-five years. The 
original amortization period of the Ontario project was to 
be thirty years. At the end of this time the electric facili- 
ties would belong to the people free of debt. The program 
has been in effect just for that long. Is it free of debt? 
The Hydro Commission itself has liabilities of $266 millions 
against undepreciated assets of $283 millions. As to the 
municipalities, their liabilities now total $50 millions against 
undepreciated assets of $90 millions. Thus the whole system 
undepreciated, is on the books at $374 millions and thirty 
years after the founding of the Hydro it has outstanding 
obligations of $316 millions. These liabilities exceed $500 
per electric customer, on which the debt service is over 
$30 per annum. Is this the much heralded freedom from 
“interest-slavery ?” 

Let us compare the original picture of this unassuming 
agent for the municipalities of Ontario with the picture of 
the Commission as it is today—a super power company with 
an indebtedness equal to 40% of the total Provincial debt; 
a tremendous political power, with the potentiality of vitally 
affecting the welfare of the people of Ontario; a public 
agency which has reached far out from its original function, 
and driven virtually all private electric companies from the 
Province, as well as interesting itself in electric railways, gas 
and paper manufacturing. 

But perhaps some of you would be willing to forget 
the inconsistencies of the prediction as compared with the 
fulfillment if the result had been to produce cheaper electric 
energy for the people. During the early years of the Hydro, 
power was delivered to Toronto at a cost of fifteen dollars 
a horsepower-year. At this time, the Hydro was purchasing 
its power from privately-owned generating plants, at ex- 
tremely reasonable rates, but, obsessed by the notion that 
a public plant would be cheaper, it commenced the build- 
ing of its own plant at Niagara Falls in 1918. This plant, 
estimated to cost some $25 millions, is now on the books at 
nearly $80 millions and the unparalleled waste and ineffi- 
ciency which surrounded its construction has resulted in an 
increase in cost to municipalities of more than one hundred 
per cent. As a result, the cost of power delivered to On- 
tario in 1933 was over $30 a horsepower-year, as against 
the initial cost of $15. 

To complicate this already unsatisfactory situation, the 
Hydro far over estimated the demand for power, and has 
contracted for the delivery of some 300,000 additional horse- 
power. Under the terms of the contract it must take this 
power whether it has any use for it or not, with the result 
that it is forced to secure additional load, whether or not 
it be profitable business. It is selling power in some in- 
stances, at approximately a third of the actual cost of this 
power to the Commission. It is therefore not surprising 
the recently appointed Chairman of the Ontario Hydro 





































































a aie 


ent ROTTEN 


es 


‘ 
| 
; 
i 





| 
294 Vital Speeches of the Day 


Pai ae 


aaeaee, See er oe 


| 


[Vol. I, No. 10 





Electric Commission, Mr. Stewart Lyon announced that the 
power supplied to municipalities and other customers for the 
year 1933 cost $4,221,000 more than the Commission re- 
ceived for it. Who is going to pay that four million loss if 
not the citizens of Ontario? They will either be taxed or 
else the cost of electricity will be increased to a still greater 
extent but no matter which way the wind blows, these losses 
must and will be paid for by the people. 

In addition to deficits of over $2,000,000 in 1932 and 
over $4,200,000 in 1933 by the Hydro, the municipalities 
which distributed this energy had a deficit in the year 1933 
of $621,000, and 20% of all of the municipal bonds in the 
province of Ontario are in default, while practically none of 
the bonds of the municipalities in the Province of Quebec 
where there is private operation are in default. 

Without boring you with the details of the figures, I 
have taken the average domestic rates of Ontario municipali- 
ties which receive their power from the Hydro and have 
applied the differentials in interest, taxes and depreciation, 
thus reducing the two rates to an exactly comparable basis 
and find that the domestic rate of the southern operating 
companies of The Commonwealth & Southern Corporation 
to be substantially lower. 

Let me give you just one additional fact about this op- 
eration—Hamilton, Ont., is of comparable size to Chatta- 
nooga, Tenn. 

If you lived in Chattanooga, Tenn., and owned a home 
assessed at $5,000 you would pay approximately $96.60 per 
year in taxes. If you lived in Hamilton, Ont., and owned 
a home of like value you would pay taxes of $185 per year. 
This differential is not inherent in the two countries because 
if you lived in Quebec where there is private operation and 
owned a similar piece of property, your taxes would be com- 
parable to those in Chattanooga. 

Let’s look for the moment at the deadly parallel of 
government and privately operated railroads in Canada. Do 
you realize that the publicly owned and privately owned 
railways of Canada make exactly the same charges for the 
same service and operate side by side under precisely the 
same conditions? 

Do you realize that during the nine years 1923 to 
1931 the Canadian National Railways controlled by the 
government, failed by no less than $456,000,000 to earn the 
interest on its outstanding obligations, while during the 
same period the Canadian Pacific Railway, privately owned 
and operated, paid interest and dividends of over $401,- 
000,000? 

The taxpayers of Canada paid the same rates for the 
service of the government railway system as they would 
have if it had been privately owned and also paid in taxes, 
almost half a billion dollars solely for the privilege of say- 
ing that they owned the Canadian National Railways. 

With these records of municipal operation and the rec- 
ord of the Ontario Hydro Commission and railroad opera- 
tion both so close at hand and the facts with reference to 
each so readily ascertainable, is it wise, is it prudent or fair 
to place a capital levy upon the investors in public utilities 
in the United States in order to bring about results which 
are so clearly demonstrable to be disadvantageous ? 

Does any resident of this City of New York need be 
reminded of the vast political power that comes through the 
organization of employees of publicly owned operations? If, 


| 

in this country in’ which the rotation in office is one of the 
fundamental political beliefs, utilities become publicly oper- 
ated there will be|created a political organization entrenched 
in every community throughout the country, the power of 
which will be used not alone for the advancement of the 
project itself as for the personal and political advancement of 
those in control. | ; 

Every sincere advocate of government projects has 
hoped that the particular one which he fostered would 
be free from these abuses but I ask you to search your 
mind to find one jn the history of this country that has not 
eventually fallen prey to the political manipulator. In addi- 
tion, we all know that any public government service no 
matter with what zeal or humility its leaders may desire 
otherwise tends to become arrogant, truculent and arbitrary 
in its attitude towards those it serves. The “I issued the 
order—it must be obeyed” attitude is the inevitable accom- 
paniment of beaurocracy and the vesting of independent 
power in the hands of public officials. 

Now for a few moments I would like to discuss with 
you the most notable of our proposed government projects 
in this country. I hesitate to do this in view of the pres- 
ence of my very charming and learned friend, Mr. Lilien- 
thal, and I do it only for the purpose of illustration. 

Some eighteen months ago Congress passed the Ten- 
nessee Valley Authority Act, which created the Tennessee 
Valley Authority and possessed the Directors of that Au- 
thority with the $125,000,000 investment of the Federal 
Government in the steam and hydro generating and nitrate 
plants at Muscle Shoals, Alabama. 

In addition to bestowing upon the Authority this ori- 
ginal Muscle Shoals development, Congress has appropriated 
for the Authority to date approximately $100,000,000. With 
these resources, representing a copious but only a preliminary 
quaff of the Nation’s revenues, the Tennessee Valley Author- 
ity, on behalf of the Federal government, is entering the 
electric power industry. Dr. Morgan testified before the 
appropriations committees of Congress the Authority con- 
templates seeking additional appropriations of approximately 
$200,000,000 and the ultimate cost will be approximately 
$1,000,000,000. 

By the terms of the legislation the Authority is granted, 
and has exercised, almost unrestricted discretion to expend 
these staggering sums of money for any purpose and in any 
manner, and without competitive bid, or further congres- 
sional action which in its judgment tends to the hydro elec- 
tric development of the Tennessee River and the economic 
upbuilding of the Tennessee Valley, an area comparable to 
that of New York State, comprising some 45,000 square 
miles in North Carolina, Virginia, Alabama, Tennessee, 
Georgia, Mississippi and Kentucky. 

Since approximately 95% of the Federal taxes from 
which such sums must be provided are paid by people not 
resident of that valley, and since these Federal taxpayers 
receive no direct benefit and probably no indirect benefit from 
such expenditures, it occurs to me that you—all Federal 
taxpayers—who are here tonight, should not be unwilling 
to hear the statements of one situated as I am, who does not 
seek to dissemble the fact that he represents some 300,000 
security holders and some $500,000,000 worth of property 
which may be adversely affected by this program. 

The TVA Act was passed because of the agitation 
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which has arisen in the last few years against private utili- 
ties. The carrying forward of the TVA program to a point 
where it or other government projects will damage utilities 
further is likewise dependent on this agitation. I have 
sought many times to analyze the reasons for this agitation 
and it occurs to me that it arises from three general groups: 

First: Those who since the great war have become 
enamored with European economic and social concepts and 
seek their application to American life. In this group we 
find many ardent and sincere advocates of public ownership 
of utilities and other forms of American business. 

Second: Those who appreciate that any industry which 
serves twenty-five million customers is fair prey for political 
attack and demagogy, particularly in times of economic dis- 
tress and suffering, and therefore seek to capitalize this situa- 
tion to the advancement of their political fortunes. 

Third: Those both in public and private life who be- 
lieve that in the several years prior to 1929 such grave 
abuses arose in the public utility business that the industry is 
but receiving its fair measure of punishment and that these 
abuses can be corrected and the public equitably served by 
no other method than the entrance of the government into 
the business. 

I have long since learned that seeking to convince the 
ardent and zealous advocates of public ownership of utilities 
and other business, modeled on some European ideal which is 
non-existent in fact, is a wholly futile and useless endeavor. 
Their beliefs partake of the nature of religious frenzy and a 
presumption of superior wisdom against which no amount of 
argument or factual presentation will prevail. 

As to the second group—those who live by the fomen- 
tation of political issues—all men have come to know that 
the way to their conversion lies in the conversion of their 
political constituents, in which event they will become as 
ardent in their advocacy of private ownership as they were 
formerly of public ownership. 

. My principal concern tonight shall be with the third 
group, namely, those who believe with the overwhelming 
number of American citizens that despite all the furore and 
fever of the moment, the American tradition of confining 
government strictly to the functions of government and of 
leaving the operation of business, industry and commerce 
to private enterprise is the most salutary to the individual 
and the most wholesome and beneficial to the people gener- 
ally, but who nevertheless have been led by subversive prop- 
aganda to the belief that abuses have arisen in the utility 
industry which can be corrected only through government 
ownership. 

If it is true that notwithstanding the efficient service 
delivered almost universally by the utility companies, and 
notwithstanding the constant lowering of rates and the pro- 
gressive development of the industry in its technical and engi- 
neering aspects, and the effort and resourcefulness that have 
been put into it by thousands of technicians and employees, 
the claimed abuses have been so overshadowing and so grave 
that they cannot be rectified by the industry itself, or by the 
government through its regulatory function, and if gov- 
ernment ownership will guarantee a correction of such 
abuses, then obviously there is great merit in this position. 

However, before adopting government ownership on such 
an assumption, would it not be wise to examine the exact 
nature of those abuses and determine whether or not under 


existing government operation such abuses have been cor- 
rected? 

It is claimed that in the several years prior to 1929 
there were write-ups on the books of utility companies of 
approximately 6% of the $14 billions invested in the busi- 
ness. In other words, by bookkeeping entry, property ac- 
counts were thus increased. There are some obvious defences 
to this charge, namely, that it is perfectly justifiable to 
reconcile book value to actual value—as every man does who 
buys a piece of rea! estate which increases in value. It like- 
wise can be said that such write-ups have absolutely no 
effect on rates unless they truly represented an increase in 
the value of the property, because rates are based on the 
actual value of the property; that in almost all instances 
such writeups represented bona fide sale prices of properties; 
and it likewise can be said in mitigation of these write-ups 
that small in percentage though they are, they were made in 
the most frenzied period of speculation in our history when 
the best of men lost their judgment. However, despite these 
defenses and mitigations, I know of no utility leader today 
who will not seek to eliminate them if they are proven to 
exist as soon as appropriate Federal legal machinery is pro- 
vided for so doing, and who, likewise, is not in favor of ap- 
propriate Federal regulatory laws to prevent their reoccur- 
rence. Let me say that no tribunal has ever determined that 
there is any discrepancy between the property value of the 
Utility companies of this country as a whole and their out- 
standing securities. Before seeking, however, the remedy 
of government ownership to eradicate this evil it at least 
may be illuminating to see what government operations have 
done in this regard— 

The Muscle Shoals project cost the Federal Govern- 
ment $125,000,000, of which $60,000,000 was for generat- 
ing plants and approximately $65,000,000 for the nitrate 
plants and other facilities. The hydro generating plant was 
built in a low cost period having been started after the war 
and was completed in 1925. The TVA testified in the re- 
cent hearing before the Alabama Public Service Commis- 
sion that it intended to put these generating plants on its 
books for rate making purposes for approximately $21 ,000,- 
000 ; (it testified the week before in Tennessee that the figure 
for the same property should be approximately $25,000,000), 
or in other words, subsidize such operations by a bookkeep- 
ing process at the expense of the Federal taxpayer of from 
$60,000,000 to $21,000,000, or over 65%. 

The TVA is now engaged in the building of Cove 
Creek (Norris) and Joe Wheeler Dams. 

Under the provisions of the Federal Water Power Act, 
utilities which build hydro electric dams, such as the Norris 
and Joe Wheeler Dams, on navigable rivers such as the 
Tennessee River are required to make and have made provi- 
sion for navigation and such dams are just as useful for flood 
control as these government dams. 

The TVA however, plans to allocate, according to its 
latest statement on the subject, something over 50% of 
the cost of its new dams to flood control and navigation and 
charge up only the remaining balance as the basis for the 
sale of hydro electric energy. The private utilities get no 
such subsidy, which subsidy of the TVA is entirely a book- 
keeping entry at the expense of the Federal taxpayer, so far 
as the generating of power is concerned. Thus we see that 
in both private and in public operation, the temptation to ar- 
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rive at conclusions by bookkeeping rather than by actual 
method is somewhat alluring, only it appears that the govern- 
ment outdoes the private industry. The one permitted its 
desire for a pretty balance sheet to lead it along the easy 
route of bookkeeping entries. The other allowed its desire 
to demonstrate that it could sell electric energy in a “yard- 
stick” area cheaper than private utilities could sell such 
energy, to prompt bookkeeping entries which would yield 
the desired showing. 

If it is true that any of the private utilities earned on 
the rate base made by book entries, in instances where such 
a rate base did not reflect actual increase in property value, 
and thereby levied for their stockholders a toll on the con- 
sumers of electric energy—by the same token, do not the 
writedowns of the TVA constitute a toll on the Federal tax- 
payers for the benefit of the particular consumers who are 
served with electric energy by the TVA? 

Another claimed abuse, or error of judgment, on the 
part of utilities prior to 1929 which has been the subject 
of much comment and adverse criticism, is that they im- 
prudently overbuilt their generating capacity in 1929 and 
1930 and now expect the consumer of electric energy to pay 
a legitimate return on such excess investment, and that 
against such excess generating capacity they imprudently and 
unwisely sold securities to the public. Perhaps sufficient 
foresight was not shown by the leaders of the utility industry 
in anticipating either the presence or the length or depth 
of the economic collapse. ‘They, of course, exercised no 
monopoly in this error. When the depression began to show 
its first signs in the fall of 1929 and the spring of 1930, 
many utility executives thought it the part of wisdom to 
suspend building operations. They were, however, called 
to a conference of the then President of the United States 
and most earnestly urged, both as a matter of patriotism 
and economic wisdom to continue such building activities— 
it being said to them that the depression was but a tempo- 
rary let up in business and would be of short duration. 

Many utility executives were, never-the-less, doubtful 
about the course suggested, but felt they should cooperate 
with the President’s desire. I remember how one forceful, 
dynamic and attractive figure, Mr. Samuel Insull, said of 
such faint hearts that they were entirely mistaken; that it 
was impossible to overbuild the requirements of electric 
generating capacity for this country; that wisdom dictated 
compliance with the President’s program; that the industry 
should sell such securities as were necessary to provide the 
money with which to do such construction work and that 
all would be well. He, of course, was woefully and trag- 
ically mistaken. But let us see what is happening in 1934 
and 1935, 

There is an excess generating capacity of 6624% in 
the Tennessee Valley—sufficient excess capacity to supply 
the electric energy requirements of all the industries, indi- 
viduals and corporations of the city of Chicago, yet when 
some of us faint hearted utility operators say it will take 
years to use up the present existing generating capacity with- 
out taking into account that which is being built, which will 
double the present excess, and the plans already laid for the 
building of additional dams, which will double again the 
newly created excess, as was the case in 1929 we are told 
that we are faint hearted and of little vision; that this ex- 
cess capacity will be shortly absorbed and that the govern- 


ment is completely sound in selling government securities on 
the faith of the expenditures made for such generating capac- 
ity. 

A great deal of resentment has been aroused in the 
minds of the public against utilities by the oft repeated 
charge that those who control such companies have created 
the holding company for avoiding regulation and in order 
that there might not be required disclosure of the records, 
books and accounts of such corporations. Although I think 
the charge is unfounded I readily subscribe to the principle 
that individual utility companies as well as holding compa- 
nies should not alone make periodical reports of their opera- 
tions but that at all times their records should be completely 
open to the inspection and examination of state as well as 
Federal regulatory bodies and that they should keep their 
books according to a uniform method of accounting. How- 
ever, let us see the situation in regard to this Federal opera- 
tion. TVA in public hearings both in Alabama and Ten- 
nessee before the public service commission of those states 
refused to accept any jurisdiction by such commission or to 
file any report with them. They have likewise announced 
that they are not subject to the regulations of the Federal 
Power Commission. 

Among the minor charges which have assumed very 
large proportions in the public mind and have contributed 
very greatly to the present feeling about utility companies 
are that for many years prior to 1929 they established a 
propaganda organization and attempted to convince the pub- 
lic through public speeches, advertisements and various other 
methods, of the merits of their operations as compared with 
public operations. I would be the last to admit that a util- 
ity company should not have the right to make such public 
declarations and advertise and publicize the merits of its 
operations in such manner and.ways as it should determine 
best. However, I want to say that as propaganda artists we 
have come to learn that we were the most immature and 
bungling amateurs. The volume of publicity issued by Fed- 
eral bureaus having to do with power and kindred subjects 
has literally flooded the newspapers of this country in the 
last year. 

One of the other offenses which in the good old days 
our critics discussed at great length and with considerable 
eloquence was the organization of corporations under the 
laws of Delaware. It was claimed that owing to the fa- 
vorable attitude of that State towards corporations we se- 
cured charters with almost unlimited powers, which cor- 
porations operated in other states and with no adequate con- 
trol, either by the State or Federal government over such 
corporations. As a matter of fact, I had come to believe 
there was considerable merit to this criticism and conse- 
quently as far as our organization was concerned we abol- 
ished a great many of our Delaware corporations. How- 
ever, I now find that styles have changed. 

When the TVA decided to organize its EHFA elec- 
tric appliance sales organization, it obtained a charter for 
that corporation under the laws of Delaware and although 
I was for several years engaged in corporation practice and 
have organized many corporations under the laws of that 
state I bow in deep deference to the mind that imagined 
these chosen powers. Let me read to you from its corpo- 
rate charter— — 


_ To advance the general economic welfare of the nation. 
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To manufacture, buy, sell, deal in, and to engage in, 
conduct and carry on the business of manufacturing, 
buying, selling and dealing in electrical appliances 
and equipment and in goods, wares and merchandise 
of every class and description. 


To lend or advance money to, extend financial assist- 
ance to, accept bills of exchange from, endorse the 
notes and guarantee the obligations of, individuals, 
firms, corporations and/or others, with or without 
collateral security of any kind whatsoever. 


To the same extent as natural persons might or could 
do, to purchase or otherwise acquire, and to hold, 
own, maintain, work, develop, sell, lease, exchange, 
hire, convey, mortgage, or otherwise dispose of and 
deal in, lands and leaseholds. 


The business or purpose of the corporation is from 
time to time to do any one or more of the acts and 
things hereinabove set forth, and it shall have power 
to conduct and carry on business or any part thereof 
in this State, other States, the District of Columbie 
the territories and colonies of the United States, and 
in foreign countries. 


The enumeration herein of the objects and purposes 
of this corporation shall be construed as powers as 
well as objects and purposes and shall not be deemed 
to exclude by inference any powers, objects or pur- 
poses which this corporation is empowered to exer- 
cise. 


You have heard much of late of the sale of electrical 
appliances, which makes me very happy, for we have always 
thought that promotional rates and the vigorous sale of ap- 
pliances was one of the most effective methods of bringing 
about a larger use of electric energy and consequent con- 
tinued reduction in domestic rates. However, for many 
years we had great difficulty with this program because the 
opponents of the utility industry charged that we were 
subsidizing the sale of appliances and thus prohibiting the 
dealers throughout the country from making a legitimate 
profit on the sale of such appliances. In other words, we 
were charged with permitting our anxiety to build our 
load of current to lead us into the realm of unfair competi- 
tion. As a result, a great deal of feeling grew up against 
the utility companies and in many states bills were introduced 
in the legislatures and in some states were enacted into law 
prohibiting the sale of appliances by utilities. Whether 
utilities were justly criticised for this operation I cannot say, 
although at times we perhaps did permit our zealousness to 
fall short of our higher ideals of fair practice. However, 
when the TVA came into existence and desired to sell ap- 
pliances it “out Herod-ed Herod.” It not only reduced, by 
one-half, the margin we had been maintaining because of 
the insistent demand of the small dealer, between the whole- 
sale and retail price, but it also subsidized such sales by 
financing the buyer on low government interest rates. 


I do not make these comparisons and contrasts for the 
purpose of minimizing the talents or energy or impugning the 
motives of the men engaged in forwarding the work of the 
TVA and government ownership of utilities. I admire their 
enterprise and industry, and respect them for the altitude of 
their aims. But I believe that in this country the principles 





of our private morals are no less immutable than the prin- 
ciples of our public morals. It is my judgment that human 
nature operates the same whether one is employed by govern- 
ment or whether one is employed by private capital. Hon- 
esty and integrity characterize in large preponderance both 
spheres of activity and influence. Restraint, regulation and 
control are required in each. 


Given unrestrained and unregulated power in a non- 
competitive business, private enterprise or public officials 
sooner or later may abuse it. Public policy must be fashioned 
for the unusual as well as the customary instance. That is 
the reason I favor the regulation of both public utility hold- 
ing companies and government operations because I believe 
that human nature is often weak and when men are en- 
gaged in non-competitive work, the teachings of the preacher, 
the priest and the rabbi have not been sufficiently incul- 
cated to impose the required restraint. 


Is it not reasonable to suggest, when we view either the 
reactions of human nature or look at the precepts of history, 
that moderation and limitation and checks and regulation 
are required equally for government as for its citizens, and 
that if government is to embark on untried adventures, chart 
a new course and engage in competition with the organiza- 
tions and institutions of its citizens, its agencies should be 
subjected to the same or companion regulation? Certainly 
government should not avail itself of those recourses against 
which it, itself, has inveighed. 


Thus we see that if abuses did occur in the electric 
utility industry that government operation gives no guaran- 
tee of their eradication. As that great genius, Thomas A. 
Edison so well said: 


“There is far more danger in public monopoly than 
there is in private monopoly, for when the Government 
goes into busniess it can always shift its losses to the tax- 
payers. If it goes into the power business it can pretend 
to sell cheap power and then cover up its losses. The Gov- 
ernment never really goes into business, for it never makes 
ends meet, and that is the first requisite of business. It 
just mixes a little business with a lot of politics and no one 
ever gets a chance to find out what is actually going on.” 


Personally, I favor Federal regulation of utility hold- 
ing companies and the issuance of their securities, together 
with adequate regulatory laws to eliminate any future pros- 
pect of the re-occurence of any claimed evils of the past and 
in-so-far as can be anticipated, any evils of the future. This 
however, is a vastly different program from abandoning the 
tradition of 150 years in this country, that government 
should remain entirely outside the field of private enterprise. 

The traditional function of government has been to 
regulate rather than to absorb | commandeer private 
business, or stifle and strangle it by vieing with it as a com- 
petitor. Upon that condition and their belief in the constitu- 
tion of the United States and the decisions of the Supreme 
Court of the United States, our 300,000 security holders 
for whom I am Trustee, and more than four and a half 
million others have invested over $14,000,000,000 in the 
public utility industry in this country. 

Such private initiative has advanced electricity to its 
present place in our home and industrial life. Edison com- 
pleted his first generating plant for supplying electric energy 
in 1882, when steam was so securely enthroned as the source 
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of power that none could foresee the great electrical devel- 
opment that would revolutionize the life of the people, give 
new forms of illumination and electrical entertainment, trans- 
form industry and greatly alter methods of transport and 
travel. 


Considering past transitions, the electrical development 
came with remarkable rapidity. Electric power has been made 
available to the residents of cities, towns and farms, and the 
industrial requirements of the nation completely supplied. 
The United States today possesses 50 million horsepower of 
installed generating capacity and hundreds of thousands of 
miles of transmission and distribution lines. The electric 
utility industry has 24 million customers, most of whom are 
families. "They use approximately 5 million electric re- 
frigerators, 13 million radios, 2 million electric ranges and 
myraids of small appliances that tend to relieve the drudg- 
ery of household work. A larger percentage of the homes 


of America are supplied with electric energy than in any 


other country of the world. The widsepread availability 
of electric power has stimulated research and given new 
and improved products to the public. 

Private operation of electric utilities has been tech- 
nically efficient. Maximum power loads are available on 
instant demand, as well as during the normal periods of 
home and business lighting. “Outages” resulting from elec- 
trical or other disturbances have been practically eliminated. 
The supply of electric energy has been constant and reliable. 
This remarkable achievement has not come about by chance 
but through vision, inventative ingenuity and courage 
through years of patient toil and effort. 

In this marvelous development all elements have 
played their part—the engineers designed and builded—the 
operating organizations managed and operated efficiently and 
effectively—the holding companies combined, coordinated, 
supervised and financed. Now, however, in this hour of 
tragic depression when all men whether they were investors 
in farms, bank stocks, industrial concerns, newspapers or 
utility holding companies have suffered great financial losses 
and are therefore, readily misled by the predictors of a fu- 
ture free of all loss—the baiter of utilities has selected the 
holding company as the particular object of attack. 


The holding company represents the common equities 
of utility companies. This common equity, the cushion be- 
hind the bonds and preferred stocks, is a necessary element 
in the stability and progress of utilities and makes possible 
the senior securities. If any sympathy is to be given to either 
class, the holder of equity securities should be the recipient 
because it is he who takes the risk which has made America’s 
great industrial development possible. 

The holding company not alone financed and supplied 
co-ordinated centralized and scientific supervision, but it 
made possible the great inter-connected generation, trans- 
mission and distribution systems existent in this country to- 
day which are the admiration of electrical engineers 
throughout the world. England seeks to copy, in its grid 
system and the TVA flatters in its imitation. I never read 
a clearer statement of this particular problem which the 
holding company solved than contained in a letter to my 
predecessor from the world’s most popular political leader. 

On November 5, 1926, Franklin D. Roosevelt wrote T. 
W. Martin— 


ROOSEVELT & O’CONNOR 
120 Broadway 
New York 


at Warm Springs, Georgia, 
November 5, 1926. 
Mr. Thomas W. Martin, 
Alabama Power Co. 
Birmingham, Alabama. 


My dear Mr. Martin: 

I am writing this to you in order to obtain informa- 
tion. As you have probably read in the papers, I have 
recently taken over the old resort known as Warm Springs 
and hope that soon there will be an extensive development. 
We, in this and the neighboring communities, are suf- 
fering from the usual high cost and inefficient service of 
small local power plants. 

Recently a new high tension power line has been put 
through within 6 or 8 miles of this place and running 
to Thomaston, Georgia. It is extremely difficult locally 
to learn the company which is the real owner of this new 
line, whether it be the Georgia Central Power and Light 
Co., or the Georgia and Alabama Co., I do not know, 
but the latest information is that it is at least a company 
controlled by the Alabama Power Co., or by the South- 
eastern Power and Light. 

Discussion has taken place in regard to the supply 
of power and light to Manchester, Warm Springs, Green- 
ville and Woodbury, Georgia, from this line, but it is 
impossible in this vicinity to find out the exact facts. If, 
therefore, you would be good enough to send me a line to 
tell me what the situation is and whether the new line 
is one of your subsidiaries, I would be very grateful. It 
seems probable, of course, that the consumption of light 
power at Warm Springs will materially increase in the 
future, 

Very sincerely yours,, 
(Signed) Franklin D. Roosevelt. 


Thereafter, this particular isolated plant was purchased, 
made a part of the inter-connected system, the standard 
rates of which were put into effect, since which, time with- 
out number and only recently, this outstanding public leader 
has warmly praised both the quality of service and the rates 
charged. 

I am the President of a holding company and I make 
that statement with pride, not alone because of the past 
achievements of these great organizations but because of the 
part they are playing today. By the passage of the TVA 
Act $500 millions of operating company property in the ter- 
ritory immediately adjacent to the TVA development be- 
longing to the holding company system which I represent, 
was unable to finance itself. 

The market value of their senior securities (bonds and 
preferred stocks, all of which were issued after showings 
made to Public Service Commissions that an equal amount 
of money was being invested in the property at the time 
of the issuance of such securities) today is almost $125 
millions below the market price of such securities before it 
became apparent that the TVA bill would be enacted into 
law. It was obvious therefore, that the operating compa- 
nies in the affected area could not finance themselves and 
during the last four years The Commonwealth & Southern 
Corporation has advanced to these units for refunding and 
development purposes over $30 millions. In other words, 
it has been the holding company which has made possible 
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the preservation of these operating companies, the lowering 
of their rates and their nationally heralded merchandise 
appliance sales program. It has been said to me but I can 
not believe it to be true that the preservation of these op- 
erating companies by the holding company has engendered 
a feeling on the part of some government officials against 
the holding company. 

Those who oppose the utility organization, whether 
they be holding companies or operating companies, assume 
an attitude of superior virtue and patriotism. They seek 
to paint us who represent private enterprise in the utility 
business as anti-social, unpatriotic and the despoilers of men. 
I yield to no government official, be he high or low, in my 






social obligations, love of country or fellow feeling for the 
struggling masses of humanity. I do not like to make 
personal references but I want to say to you that no duty 
has ever come to me in my life, even that in the service of 
my country, which has so appealed to my sense of social 
obligation, patriotism and love of mankind as this, my 
obligation to say and do what I can for the preservation of 
public utilities privately owned. All that I have observed, 
all that I know and all that I read teaches me that I could 
do nothing nobler for the future financial stability and po- 
litical good of my country or the social and economic well 
being of my fellow citizen than to stand firm and unafraid 
against this foolish fad and fancy of the moment. 


Outlook for America in 1935 


As It Appears to a Britisher 


By SIR JOSIAH STAMP, K.C.B., G.B.E., Director of 


the Bank of England 


Delivered over Columbia Broadcasting System December 30, 1934. 


I was speaking in a series on “The Causes of War,” 

primarily for British hearers, but now I am addressing 
myself entirely to American listeners, and I have to discuss 
in a few hundred words, the “Outlook for 1935, as it ap- 
pears to a Britisher.” 

In this task I am struck with three things: (1) the 
responsibility I undertake, for although I speak only as an 
individual and you have always in the past generously 
expected me to say sincerely what I think, in unvarnished 
terms, without regarding me as presumptuous, or thinking 
that I am trying to teach you your business, it is pretty cer- 
tain that many of you will automatically regard me as repre- 
sentative, and expressing a general British view. I make no 
claim to do this, but only to give you my own views on such 
facts as I have been able to compass. Secondly, the impos- 
sibility of suiting my words to such a range of hearers 
extending all the way from No. 1, Fifth Avenue to the 
board walk at San Diego, for in my wide correspondence 
from your side I find the greatest divergence of view and 
sentiment. Thirdly, on looking over the notes of my last 
talk to you, the difficulty of saying anything materially dif- 
ferent, for the same points are still important, though they 
now vary in degree. 


The whole world is still keenly interested in your 
doings and the degree of success and failure you are achiev- 
ing. It is doubtful whether you are as equally interested 
in the outside world as you used to be, or will need to be 
again. This is only natural, and it is probably true that the 
success of your policy means more to the rest of us, than our 
success means to you, though in the long run, the two are 
closely intermixed. You are fast reaching a point where in 
your own interests, you must take more notice of inter- 
national trade and foreign investment. Although foreign 
trade may not be an enormous proportion of your total 
activity as a country, it is still a dominant factor in par- 


[ you happen to have heard my voice several weeks ago, 


ticular parts. Think, for example, of the production of 
Texas. While it is well for each one of us to be more or 
less self-contained while we are actually doing our first 
cleaning up, we cannot postpone indefinitely the day for 
reopening foreign trade on more like its old scale. 

Take the British case: you often point out that we 
have had a considerable revival since we went off the gold 
standard. This is true, but it is almost entirely a domestic 
revival—quite a considerable one for a country so com- 
pletely dependent upon foreign trade—but in my judgment, 
we are reaching the limits of what can be done in this 
particular direction, and if we can permanently hold the 
gains we have achieved, we shall do well. There is a mild 
boom in the iron and steel industry, and great activity in 
building, but apart from this, I am not able to see very 
large new additions to our productive capacity. Our unem- 
ployment figures may be down below two millions, but I 
regard it as impossible to get them below a million and a 
half simply on domestic lines. We have large blocks of 
more or less chronic unemployment in the exporting in- 
dustries, coal, iron, steel, shipping etc., and until these are 
revived by foreign trade, tremendous forward impetus is not 
very possible. 

We have joined in a mild way in the general process 
of restriction of foreign trade by putting up tariffs and by 
a natural or psychological embargo on foreign lending. 
When foreign countries show signs of being good and 
solvent borrowers again, lending abroad will once more 
proceed and with it a revival of export trade. A general 
improvement in world conditions causing a relaxation of 
these artificial restrictions would be much more important. 
The prospect of this is not very immediate. For first I see 
no disposition on your side to engage actively in foreign 
lending or in the encouragement of foreign trade. 

The gold bloc countries, led by France, are in a very 
belated stage of the trade depression through which the 
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United States and Britain have passed. ‘They came into 
it later and will pass out of it later. Gold prices continue 
to fall and the general trade conditions to be very discourag- 
ing, so that there is no disposition on their part to import 
more freely. The political and financial conditions in 
Germany are well known, and give no promise at all of a 
substantial contribution to international improvement. 

The best hope I have in 1935 for Great Britain is a 
modest, steady advance in manufacturing activity and in 
the reduction of unemployment, and if it exceeds the order 
of magnitude of 4 or 5 per cent over 1934, I shall be 
agreeably surprised. ‘The prospects on your side appear 
to me to be for a gradual strengthening of the underlying 
solid factors, but with many discouragements and disillu- 
sionments. Nearly all the features of your new deal are 
wanted and proper ones in the long run, but they are not 
all wanted at the same moment and in the same order of 
urgency. You have been trying to make your drivers in 
business learn up a new highway code, and the specification 
of a new automobile, while they have been getting up off 
the ground and are still dazed from the last accident! The 
most important thing of all is that your business men should 
be encouraged and enabled to make profits, and when they 
are once more safely doing so, then you can better introduce 
at appropriate stages the various rules for improving the 
conditions under which profits should be made in a good 
world. 

It is pretty clearly not the desire of your country to 
be socialistic or bureaucratic, and planned throughout from 
Washington and, therefore, you are still relying upon indi- 
vidual initiative and business enterprise to employ your vast 
population. You have to bear this reliance in mind every 
moment of the day. The business man’s mind is still, there- 
fore, the key to the situation, and if you are asking him to 
go forward for new enterprise, while multiplying the handi- 
caps and making the enterprise too much of a venture 
into the unknown, you are cramping his style, and the 
plentiful money that might help him remains untouched in 
the bank. Someday he will no doubt learn how to conduct 
business and make profits with all these new rules and regu- 
lations, but at the moment he seems too nervous to venture. 
If you want the mainspring to act, don’t clamp it down. 

Instead of expecting convalescent business to learn a 
let of new rules, it is better to let it function as best it can 
“any old how” as we say, and to introduce your new factors 
gradually. You are at present enjoying some special ad- 
vantage in your export trade through the Exchange depre- 
ciation of your currency, but when your own costs have 
adjusted themselves, or if the gold bloc should change their 
policy, then you may feel the difference. My remarks have 
been directed mainly to your domestic situation. It is a 
relief to find that you are not obsessed any longer with the 
popular miracles that can be achieved by playing with the 
value of the dollar, or by whacking the bad boys of business 
and finance and putting them on the stand! Real economic 
remedies are never quite so easy or pleasant as that. A good 
deal of damage has been done by over-confidence promises 
being made to the wage earners, indicating that rules about 
better hours and wages will actually bring such wages and 
hours about, whereas they may very well make them im- 
possible. ‘These greedily accepted doctrines can only be un- 
learned by more industrial troubles in the next six months. 





Am I pessimistic for the States then? On the whole, the 
wonderful underlying strength of your natural resources, 
your great resilience of thought, your willingness to try new 
things and to abandon failures, your activity of mind—all 
these things must tell sooner or later, despite any mistakes 
you may make, In the map that I have every month show- 
ing, by black and white spots, the general credit and sales 
position over the whole of the United States, it was disap- 
pointing to find such a falling away after May last, but now 
in December you have the best indications of activity that 
I have so far seen, and the number of “dull and down” 
areas is lower than it has been for some time. Those that 
report that trade is ‘“‘active and upwards” are in the great 
majority. You have made an immense advance since June 
1933, and December 1934 is a distinctly better picture than 
a year ago. The foundations of 1935 are, therefore, well 
laid, especially because you are recognising where changes 
in the order of the programme are necessary. This recogni- 
tion is half the battle. Recently two lines taken by your 
President indicated a rearrangement of the factors of re- 
covery in the right direction; first, where he indicated that 
security of the average man was not possible in the middle of 
economic insecurity, which I interpret to mean: make profits 
possible somehow first. The Second, where he put the 
brake on too large an immediate programme of social reform 
and indicated that it may extend only to what to us British- 
ers is a mild dose of organised unemployment relief. If 
inflation is kept in hand, and uncertainty about the dollar 
relieved, the picture is a much more promising one. 

I must refer to what I said at the beginning of this 
year: first I said “Your Securities Act, while excellent in 
intention, goes too far, and is not really workable. It does 
not merely punish the financiers of New York, it stops con- 
struction and employment in the Middle West. I hope you 
will soon amend it.” My comment on this now is that 
there has been a considerable advance in recognition of this, 
and the connection between recovery of your constructional 
industries and a workable Securities Act is much better un- 
derstood. Then I said “I hoped you will for a short time 
encourage prices to rise faster than wages.” I believe that 
you are now more alive than you were to the impossibility 
of stimulating employment if money wages are raised faster 
than trade activity allows—get quantity of employment 
stimulated first, and then improve the quality of employ- 
ment afterwards. I begged you not to have two central 
authorities in finance and banking, but to use the Federal 
Reserve System even more than in the past. This decision 
1 believe on your part is still hanging in the air. I hoped 
that you would not oscillate between a fixed parity for the 
dollar and a commodity dollar. The greater steadiness in 
your monetary policy, although still under the shadow of a 
possible devaluation of 10%, is doing something, I think, to 
improve confidence. I hoped that you would encourage im- 
ports all you could as a creditor country—I must repeat 
this hope, but I see little signs of it being fulfilled. I hoped 
that you would strike a happy balance between the dividing 
principle of the Anti-Sherman Trust Law and the combin- 
ing principle of the Codes. Again, I think that you have 
made some considerable progress in reconciling these two 
opposite principles of business in which every industrial 
country is struggling to find a solution. 

Now, the best of luck to you all for 1935. 
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By DONALD R. RICHBERG, Executive Director of the National Emergency Council 
At Annual Meeting of New York Bar Association, Waldorf-Astoria Hotel, New York City, January 25, 1935 


cretion—in taking my text this evening from the 
Constitution of the United States, which begins as 
follows: 


, \HERE may be a certain wisdom—and perhaps dis- 


“We, tue people of the United States, in order to form 
a more perfect Union, establish Justice, insure domestic 
Tranquillity, provide for the common defence, promote the 
general Welfare, and secure the Blessings of Liberty to 
ourselves and our Posterity, do ordain and establish this 
Constitution for the United States of America.” 


The members of the bar are ministers of this testament 
and—to use an ancient phrase—‘“not of the letter, but of the 
spirit: for the letter killeth, but the spirit giveth life.”” We 
are passing through a period of our national history when 
men are constantly confronted by a choice between main- 
taining the deadly letter of the law or its life-giving spirit. 
To those who ask in shrill voices: “Is it not nominated in 
the bond ?”—who demand enforcement of the narrowly de- 
fined letter of a constitutional right, regardless of domestic 
tranquility or the general welfare, | would commend a re- 
reading of the preamble of the Constitution. To those who 
insist upon maintaining an alleged individual right, regard- 
less of the need to establish justice and to secure the bless- 
ings of liberty for several million other persons, I would 
recall that “We, the people of the United States,” estab- 
lished that Constitution, and that it rests and will endure 
upon the sanction. 

There is no magic in the words of a law. There is 
magic in the faith of a people that the purpose and spirit of 
a law will be sustained. 

During the last two years it has been my distressing 
experience to see how little consideration was given to the 
spirit of our Federal Constitution in the arguments of many 
lawyers over questions arising under the National Industrial 
Recovery Act and other emergency legislation. Faced with 
the problems of wholesale unemployment, the disintegra- 
tion of an economic system, the menace of spreading destitu- 
tion and portents of grave disorder, the Congress of the 
United States exercised the legislative powers expressly 
granted to it by the people to provide for the general welfare. 

The Federal Government undertook to meet the neces- 
sities of millions of its citizens in distress, and to restore the 
economic security of the vast majority of our population, 
with a jealous care for the liberties and privileges of indi- 
viduals and minorities. 

Any exercise of executive discretion can be rhetorically 
described as dictatorial. But there are definite limits to the 
effectiveness of direct legislative action to protect the public 
interest in the complexities of modern industrial operations. 
Our choice often lies between the rigid enforcement of 
statutory rules that will work hardship and be inequitable 


in many cases, and the flexible adminstration of legislative 
policies that can be far more effective and just, but will raise 
complaints of executive dictation. 

Yet in all the stress and strain of a grave national 
emergency actually dictatorial powers were not created or 
assumed, unless we so regard the decisions of some inferior 
courts that declared their economic preconceptions to be the 
law of the land. Property was not confiscated, unless we 
so regard the taking away from a multitude of people of 
their homes, their savings and their employment under the 
forms of law. Individuals were not deprived of liberty, un- 
less we so regard the denial to millions of people of any op- 
portunity to earn a living. 

When all the legislative acts and administrative activities 
of the past two years are reviewed it is an extraordinary rec- 
ord of the protection of minority rights and interests under 
the pressure of majority needs. In almost every undertaking 
there will appear the exasperating obstruction of individuals 
and little groups stubbornly resisting measures for the gen- 
eral good. Two per cent or ten per cent of a trade or in- 
dustry unwilling to subscribe to a code acceptable to all the 
others. A few property owners holding out for a better deal 
than others and compelling the delay and cost of condemna- 
tion proceedings. A small group of workers blocking the em- 
ployment of many. Minority groups of security holders 
creating a nuisance value for their holdings. 

Now it is not my purpose to justify the speedy extinc- 
tion of such minority rights, because one great principle of 
political and economic freedom is that individual and lesser 
interests must be safeguarded against unlimited majority 
rule. The whole public interest is composed of thousands of 
minor interests; and it is in the spirit of our Constitution to 
safeguard the rights of individuals and minorities from de- 
struction by temporary majorities. 

But if this spirit is to be maintained, there should be a 
clear recognition that a minority right must not be made an 
instrument of mere tyranny and obstruction—and that the 
existence of a right is not a complete justification for its ex- 
ercise. The good neighbor does not assert every legal right 
he may have to interfere with the use of an adjoining prop- 
erty. The good business man does not sue every customer 
who cancels a contract. And—may I add—no public official 
brings an action every time he is libeled. 

We do not get along very well with each other by in- 
sisting rigidly on all our legal rights. The private right 
which is constantly invoked against the public welfare is like 
a good horse ridden to exhaustion. 

Members of the bench and bar may not think much of 
the law laid down in The Merchant of Venice, but they may 
recognize in that play a profound expression of popular an- 
tagonism to a legalistic insistence upon doing a great wrong 
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to sustain a so-called “right.”” On the contrary, though it be 
anathema to an “upright judge’ and seem unworthy of a 
‘Daniel come to judgement,” there is the voice of democracy 
heard in those famous lines: 


“Wrest once the law to your authority, 
“To do a great right, do a little wrong.” 


As I read that plea it is only a demand that the individ- 
ual should submit to a rule that may be a trifle unjust to 
him, if thereby a far greater justice may be done. 

The Government of the United States faced a situation 
without precedent in the Spring of 1933. We have been 
told on high authority that “while emergency does not create 
power, emergency may furnish the occasion for the exercise 
of power.” This means in essence that powers for the pro- 
tection of the general welfare, which lie dormant when they 
need not be invoked, can properly be utilized when public 
necessity demands their exercise. A quarantine law which 
would have been unwarranted yesterday is fully justified to- 
day to stop the spread of pestilence. 

Another simple example makes clear this distinction: A 
group of old wooden buildings may increase the fire hazard 
of a large residential area. But to remove them in a lawful 
manner requires at least quasi-judicial proceedings with 
notice and opportunity to be heard—and may require the 


_ payment of compensation for property taken for a public use. 


Orderly government and the preservation of the constitu- 
tional rights of the individual make necessary this slow and 
careful process, although meanwhile the safety of a com- 
munity may be continuously threatened. 

But suddenly a fire starts and, sweeping toward these 
old buildings under a high wind, creates the menace of a city- 
wide conflagration. The emergency powers of self-preserva- 
tion spring to life. The fire department rushes in to dyna- 
mite the buildings and to deluge the ruins with water, to 
block the march of the devastating flames. Does any lawyer 
stand in the middle of the street declaiming about ‘due proc- 
ess of law” and the sacred rights of private property and 
the liberty of an individual? Does any judge hastily convene 
court in his bedroom and issue an injunction to prevent the 
fire marshal from usurping dictatorial powers which were 
never authorized by those who wrote the Constitution? 

The truth is that wherever orderly government has been 
maintained the emergency powers of government to prevent 
physical destruction and disorder have always been recognized. 

When destructive natural forces are released, such as 
earthquakes, fires, pestilence, cyclones and volcanic eruptions, 
or when human violence is unleashed and mobs, or organized 
masses of men, threaten the safety of the people and the ex- 
istence of government, there is general agreement that legis- 
lative and executive authority must be extended, and the ex- 
ertion of political power must be speeded up, to meet the 
imperative demands for action. 

But, with the rise of industrial civilization a new danger 
has come to threaten the freedom and security of the people 
of a great nation and to undermine the foundations of their 
government. The economic independence of the individual 
has largely disappeared. The ability of a family to obtain 
food and clothing and to maintain a shelter has come to de- 
pend upon the continuous operation of a vast and complicated 








economic structure. Even the farmer cannot sustain a toler- 
able existence without exchanging the products of his labor 
for the products of other labor on a fair basis of exchange. 
The city worker’s life depends upon his attachment to a job 
just as an unborn child must draw sustenance through the 
umbilical cord. 


In this modern world a breakdown in the economic sys- 
tem brings disaster that spreads with the rapidity of fire or 
pestilence, that leaps from city to city, devastating rural areas 
in its passage. Not even the World War caused the misery, 
the suffering and the ruin of lives brought about in many 
nations by the world depression. We mobilized millions of 
men and spent billions of dollavs to protect our nation from 
a menace far more remote than the economic collapse which 
threatened us in the year 1933. A blockade of our coasts 
and interference with foreign commerce would not have 
brought the suffering to millions of our people that economic 
obstructions to interstate commerce actually produced in the 
years of the Depression. 

May I quote a few words of high authority to show that 
I am not enunciating any novel or unsound doctrine. Only 
a year ago in the Minnesota Mortgage Case the Supreme 


Court held: 


“And if State power exists to give temporary relief 
from the enforcement of contracts in the presence of 
disasters due to physical causes such as fire, flood or earth- 
quake, that power cannot be said to be non-existent when 
the urgent public need demanding such relief is produced 
by other and economic causes.” 


The Supreme Court has, in the language of a recent 
opinion, “‘from the early days affirmed that the power to pro- 
mote the general welfare is inherent in government.” Touch- 
ing the matters committed to it by the Constitution the 
United States possesses the power. . .” 


What is the value of fine-spun arguments over the 
power of the Federal Government to provide for the com- 
mon defence and general welfare, as written into Section 8? 
It appears to be a fact that a semicolon was printed in that 
sentence when it was adopted and changed by the mistake 
of a copyist to a comma in the engrossed Constitution. For 
over a hundred years legalists have sought to strangle the 
Federal Government with that comma; but in this time of 
recurring crises the Supreme Court blows away the fog with 
a whiff of obvious logic. It should be now evident that, in 
its expressly given power to regulate interstate commerce, the 
United States possesses all necessary power to promote the 
general welfare which is dependent upon a wise regulation 
of interstate commerce. 

In all those spheres of authority wherein the States are 
incompetent to act effectively, the Federal Government has 
been endowed with all the powers necessary to provide for, 
to protect and to promote the general welfare. 

Let us consider for a moment the National Industrial 
Recovery Act primarily as an exercise of the power to regu- 
late interstate commerce, for the purpose of furnishing relief 
from an intolerable disorganization of that commerce, caused 
by the failure of private commercial enterprises to provide 
those opportunities for employment, and those exchanges of 
goods and services, which were necessary to sustain a sub- 
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stantial part of our population. The exact percentage of a 
population which can be supported indefinitely in idleness has 
not been calculated. But the United States had clearly ex- 
ceeded that percentage long before March, 1933. The ter- 
rifying decline of business, and the collapse of banks in the 
preceding months, provided convincing proof that, under an 
undisciplined private control of essential industries, the coun- 
try was drifting into a complete collapse of its economic sys- 
tem, which would bring eventually the downfall of political 
institutions and a period of revolutionary chaos. The politi- 
cal consequences of economic disintegration were plainly fore- 
shadowed in the experiences of other nations. 

Those who delight in meaningless distinctions between 
the power to prevent, and the power to deal with, a catas- 
trophe may argue that until millions of revolutionaries were 
on the march, and blood had flowed copiously in the streets 
of many cities, there would be no legal justification for the 
exercise of Federal authority to provide for the common de- 
fence or to guarantee to each State a republican form of 
government. Such persons may argue that, prior to a com- 
plete paralysis of interstate commerce, the strong arm of the 
Federal Government should not be extended to prevent mass 
starvation resulting from inability to exchange goods and ser- 
vices. Such an argument would tie the hands of the Govern- 
ment until it had lost the ability to command the support of 
its citizens. 

Discarding such sterile reasoning, realistic and respon- 
sible government officials, worthy of public trust, found the 
sanctions for emergency action in the unemployment of mil- 
lions of willing workers, in the destitution of about one third 
of our population, in the actual or threatened bankruptcy of 
a large part of our financial institutions, in the insolvency of 
municipal and state governments, and in the obvious disin- 
tegration of the commercial system of production and dis- 
tribution of the necessities of life. These circumstances meant 
that the very foundations of our political structure were 
being undermined. 

The situation called for the exercise of that supreme 
right of self-preservation that resides, not only in every in- 
dividual, but also in every government. The medieval dialec- 
tician, who would palsy the arm of government with a debate 
over the constitutional authority of a government to maintain 
its own existence is really a greater menace to public safety 
than the revolutionary agitator who openly challenges the 
right of the State to live. 

- As the Supreme Court has held: 

“The policy of protecting contracts against impairment 
presupposes the maintenance of a government by virtue of 
which contractual relations are worth while,—a govern- 
ment which retains adequate authority to secure the peace 
and good order of society.” 

Our Government in the Spring of 1933 faced a serious 
challenge to its ability to survive. Let not our short mem- 
ories deceive us. Let not a rapid release from grave dangers 
blind us to the fact that governments, like men, are mortal. 
Let not the inspiring, confident leadership of a great Presi- 
dent blind us to the fact that, with any fumbling, timid 
hands upon the wheel in that month of March, the ship of 
State might well have crashed upon the rocks. There is as 





much self-deception in looking backward through rose tinted 
spectacles as in looking forward through them. 

There are two devices generally adopted by those who 
question the constitutionality of such legislation as the Na- 
tional Industrial Recovery Act. One is to misinterpret the 
powers it confers and to assume that it delegates legislative 
powers and creates a dictatorship. On this misinterpretation 
and false assumption it is easy to erect a ponderous mass of 
precedents to show that such a delegation of power and such 
a dictatorship would be unconstitutional. 

It has been interesting to note that the Supreme Court 
in recently holding Section 9 (c) of the Act invalid con- 
trasted its inadequacy with the more adequate requirements 
of the other sections under which all the codes have been 
written. But the significance of this comparison seems to 
have been lost upon those who have been shouting “‘dictator- 
ship” for so long that they may soon begin to feel as foolish 
as they sound to those who know what a dictatorship really is. 

The other device of nullification is to denounce every 
restraint upon individual action as a deprivation of personal 
liberty or the destruction of a property right. ‘This latter 
argument ignores the profound truth that the freedom of one 
individual is always dependent upon the restraint of others. 
Likewise the preservation of property rights for one man de- 
pends upon restraining the freedom of other men. 

It is always possible for the shallow reasoner to argue 
that the restraining features of a law will interfere with the 
freedom of the individual, although the ultimate purpose and 
effect of the law is to make good the constitutional guar- 
antees of liberty. But every well trained lawyer recognizes 
that it is only by the imposition of restraints upon all others 
that the liberty of the individual is secured; and that the 
constitutional guarantees of liberty can be made good only 
by laws imposing restraints upon the anarchy of unregulated 
individual action. 

Surely no business man would listen patiently to the 
argument that laws prohibiting forgery, embezzlement, libel, 
blackmail and fraud are unconstitutional restrictions of in- 
dividual freedom. But all such laws impose very serious re- 
straints upon rugged individualism. Of course, the provisions 
in a code of fair competition forbidding rebates and discrim- 
inations and other unfair trade practices, restrict individual 
liberty ; and so do the long established provisions of the Inter- 
state Commerce Act which forbid rebates and discriminations 
and other unfair practices by common carriers. 

To distinguish these two cases an intelligent lawyer may 
talk learnedly about the public obligations of a common car- 
rier; and a dull or cunning lawyer may demand to know 
whether we are proposing that all private business should be 
treated as a public utility and subjected to government con- 
trol? But all such discussion evades the real issue, which is 
simply this: When is it necessary to restrict individual free- 
dom to do a particular thing in order that the freedom and 
security of all to do many other things may be protected? 

Security and freedom are inseparable. The freedom of 
individuals today depends not only on security from physical 
violence, but also on economic security. Those practices 
which definitely destroy the economic security of great masses 
of people are clearly destructive of their liberty. In this 
situation there is neither logic nor legal foundation for the 
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contention that a few individuals have a right guaranteed by 
the Constitution of the United States to engage in business 
practices which inevitably destroy the economic security and 
the freedom of all others engaged in such a business. Such 
a construction of the Constitution would make it a charter 
of anarchy instead of a covenant of law and order. 


Again it seems pertinent and wise to quote from an 
opinion of the Supreme Court: 


“The settlement and consequent contraction of the 
public domain, the pressure of a constantly increasing 
density gf population, the interrelation of the activities of 
our people and the complexity of our economic interests, 
have inevitably led to an increased use of the organization of 
society in order to protect the very bases of individual op- 
portunity. Where, in earlier days, it was thought that only 
the concerns of individuals or of classes were involved, and 
that those of the State itself were touched only remotely, 
it has later been found that the fundamental interests of 
the State are directly affected; and that the question is no 
longer merely that of one party to a contract as against 
another, but of the use of reasonable means to safeguard 
the economic structure upon which the good of all depends.” 


Let me apply this reasoning, as the Court applied it, 
against a narrow construction of Constitutional provisions. 


The regulation of interstate commerce in the early years 
of the republic called for little more than regulating means 
of transportation and prohibiting obstructions to traffic and 
transportation between states. The town and the surround- 
ing country were largely self-sustaining. There would seem 
little reason for the Federal Government to be concerned 
with a monopoly of oil or tobacco, or with a strike of coal 
miners, that might restrain interstate commerce. But, by the 
end of the nineteenth century, it became apparent that the 
power to regulate interstate commerce must be exercised to 
ai extent never imagined by our revolutionary forefathers, 
in order that economic diseases might not destroy the eco- 
nomic and political life of the nation. 

The power to regulate interstate commerce, originally 
designed to promote the economic unity of the nation, has be- 
come an essential political power to preserve the economic 
health and the very existence of the nation. ‘Those who 
would circumscribe and weaken the exercise of this power 
for the temporary selfish advantage of an individual, a com- 
munity, or a political party, should pause long enough to 
realize that only the orderly and equitable exchange of goods 
and services, unhindered by the artificial barriers of state 
lines, can insure to the vast majority of one hundred and 
twenty million people food and fuel and the other necessities 
of daily living. 

In the complexities of modern life it is not enough mere- 
ly to prevent obstructions to transportation, or to provide 
safeguards against the destruction of commerce by the forces 
of nature or by organized human violence. It is necessary 
today to maintain orderly relations in and between the busi- 
ness enterprises through which goods and services are pro- 
duced and exchanged. Interstate traffic must be continuously 
sustained ; and when the uncoordinated exercise of individual 
control over the business units engaged in the production and 
distribution of the necessities of life becomes self-destructive, 


when unregulated competition becomes cannibalism, and 
when an economic system is transformed into economic chaos, 
measures of control are as imperatively needed as the traffic 
policeman and the signal lights in the crowded streets of a 
great city. 

Traffic regulations and “control of transportation” are 
entirely different. The individual is free to travel where he 
will; but the means and the speed of his travel may be regu- 
lated for his own safety and convenience. Private enterprise, 
private initiative and private profits are not destroyed, but are 
protected by preventing traffic snarls in interstate commerce. 
Only the partisan or shallow critic can condemn as “political 
control of business” an honest effort to bring self-discipline 
and intelligent planning and cooperative purposes into the 
anarchy of unplanned, unrelated business enterprises upon 
which the welfare of all the people depends. 

The national emergency called for more speedy, more 
peremptory measures for the regulation of commerce than 
would be necessary or appropriate in normal times. But the 
underlying principles of the National Industrial Recovery 
Act are principles for the regulation of interstate commerce 
which are essential to the welfare of the people for the “long 
pull,” as well as for the short pull out of the Depression. 
The emergency calls only for an accelerated effort, for a rea- 
sonable, but not an arbitrary, sacrifice of minor interests. It 
would be as sensible to argue that we approve of dynamiting 
all old buildings, as a permanent policy, simply because a fire 
marshal dynamites a few old buildings to stop a conflagra- 
tion, as it would be to argue that we approve of Federal 
control of all private business, simply because, in order to 
meet a national emergency, we may adopt vigorous and some- 
times spectacular means of dealing with stubborn headed in- 
dividuals who are more concerned with having their own 
way than with helping to restore the prosperity of the nation. 

The lawyers of the nation in their advocacy may be 
divided largely by the interests of their clients. But in spite 
of these pressures of self-interest they may exert a powerful 
influence upon the shaping of public opinion along sound 
lines, if they will devote some portion of their talents to pub- 
lic service and will endeavor to develop the law of the land 
to meet the needs of the present day. 

Lawyers have two interests to serve—not one alone. 
One is the immediate interest of a client, in having the law 
shaped to his private advantage. The other is the public 
interest in having the law shaped to advance the general wel- 
fare. Any reputable lawyer will faithfully serve his client. 
But in a time of great stress and strain, when the orderly 
progress of our civilization depends not merely on the pres- 
ervation but also on the development of our institutions and 
mechanisms of government, the faithful service of lawyers 
to the public interest is of paramount importance. 


A program of economic recovery and reconstruction 
must be carried through, to bring about a permanent im- 
provement in the economic welfare of the American people. 
The issue of its success or failure does not depend upon a few 
people but upon many; and it depends considerably upon the 
great body of the lawyers of America, upon whom rests a 
heavy responsibility for the protection and perpetuation of 
our institutions of self-government. 
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Finally, let me suggest to those who believe most sin- 
cerely in the wisdom of peaceful discussion and decision of 
vital problems, that unless we can maintain public confidence 
in the justice of such methods, great issues are likely to be 
fought out in the dust of the marketplace where brutal fists 
smash against hard skulls. Let us realize that rights of life, 
liberty and the pursuit of happiness are not self-enforcing; 
and that the measure of their protection will frequently de- 
pend upon the number of people who have a material as well 






as a spiritual interest in their preservation. 
To secure the blessings of liberty to the masses of the 
American people they must be guaranteed an actual, con- 
tinuing opportunity to earn a living. Under the Constitution 
our government has accepted a responsibility for the effective 
functioning of those economic mechanisms upon which the 
general welfare depends. The resulting obligations upon in- 
dividuals are enforced, not to restrict but to preserve their 
liberty, and to make good the promise of American life. 


The Average Family and the 


Cost o 


Government 


By GRENVILLE CLARK, of the New York Bar 
Delivered over National Broadcasting Co., January 15, 1935. 


days ago has again brought sharply to the country’s 

attention the problem of the rising cost of government. 
For the President, you will remember, forecast continued 
Federal deficits which 18 months hence would bring the na- 
tional debt to over 34 billion dollars. 

It seems to me, however, almost as difficult to under- 
stand the significance of these tens of billions of dollars as 
to grasp the astronomical distances to the planets and the 
stars. ‘Therefore, I want to speak of these questions of gov- 
ernmental debt and annual cost of Government and taxes 
in terms of the average family, and to inquire what these vast 
figures mean when applied to the average household. 

Now, taking slightly over four persons to a family, 
there are usually figured to be about 30 million families in 
the United States. What then is the share of each average 
family in the total debt of all our governmental agencies,— 
Federal, State and local? The answer is about $1600 per 
family. This is arrived at by taking the present Federal debt 
of about 29 billions, adding 19 billions for the estimated 
State and local debt, to make 48 billions, and dividing this 
among the 30 million families of the country. This is the 
debt we have now. But it will be increased by nearly $200 
per family if and when the national debt goes up according 
to the President’s forecast. 

Even more important is the annual cost of Government. 
As to that, it is reliably calculated that the total is now run- 
ning at not less than 15 billion dollars per annum, divided 
about equaly between the Federal Government on the one 
hand and State and local Government on the other. This 
annual expenditure, apportioned equally among 30 million 
families, would work out, therefore, at about five hundred 
dollars annually for each average family. 

The next question is taxes. Total tax collections for all 
purposes in the whole country have, it is estimated, recently 
averaged about 9 billions annually, or $300 for each average 
family. Thus you will observe that there is a gap of 6 bil- 
lions per annum, or $200 per family, between what Govern- 
ment is costing and what the people are supplying to meet 
that cost. This deficiency has been borrowed; and is now 
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piling up in the shape of debt—Federal, State or local—at a 
rate without precedent in peacetime in this or any other 
country. 

Now what can be said as to the relation between the 
annual cost of Government and the income of the average 
family? The total national income in 1934 has been recently 
estimated at about 51 billions or about $1700 per family. It 
follows that the estimated cost of all Government—-$500 per 
average family—is now absorbing approximately 30 per cent 
of the people’s income. By paying taxes, directly or indirect- 
ly, to the average amount of $300 per family, the people are 
now actually contributing less than 20 per cent of their aver- 
age incomes. But for the difference, they are merely post- 
poning the time of payment by borrowing the deficiency to be 
met by themselves or their descendants in future years. 

It may surprise some families to hear that if they possess 
and expend average incomes, they are working nearly one- 
fifth of their time or over two months a year to defray the 
cost of Government, and, on top of that, are having a debt 
charge created against them. But a little consideration will 
show where it all comes in. We tend to forget that every 
time a gallon of gasoline is bought for the car, State and 
Federal taxes of nearly five cents—on the average through 
the country—are reflected in the price. We are apt to forget 
that about half the price of every package of cigarettes rep- 
resents a tax paid to the Federal Government. Moreover, 
there are Federal processing taxes which will run to nearly 
six hundred million dollars in the next fiscal year and which 
increase the prices of necessary foods and of cotton products. 
We are also apt to ignore the fact that customs duties enter 
into the price of many imported products, including sugar. 
The tenant of a farm or house or apartment even tends to 
forget that in paying his rent, he is, in effect, paying all or 
part of the real estate taxes on the property. The fact is . 
that in all these and many other ways, the average family is 
constantly paying taxes even if a tax bill never happens to 
meet the eye. 

Now, there are some who say that we can get rid of 
these governmental debt charges and rising expenses by repu- 
diation of debt or by a radical cheapening of our money. 
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They forget, however, that in the process, the hard-won sav- 
ings of millions of families would be impaired or destroyed. 
Surely the American people have too much common sense 
and regard for their own interests to follow any such coun- 
sels of repudiation or radical inflation. No, as a matter of 
self-protection, if nothing else, the majority of the people 
must choose to go through with the payment of these Gov- 
ernment debts. The only question is, How high are we go- 
ing to permit them to rise and how much heavier are future 
taxes to be? 

‘These are not pleasant statements, but there is no use 
in deceiving ourselves, and the time has passed for soothing 
words. 

But, it may be asked: What is the way out? What can 
be done to prevent the irreparable damage to the workers 
of the country which sooner or later would result from a 
continued piling up of these great deficits? 

In considering that question, it seems to me that we can 
study to advantage the course followed by the British people. 
We think that we have been in a depression for quite a while, 
and this is true. However, for years before our depression 
began, the people of England were struggling with condi- 
tions certainly as difficult and serious as ours have been. In 
1931 they faced a crisis in their national finance caused by an 
excess of expenditure over revenues. They met it head on: 
First; by drastic reductions in expenses, and, second, by in- 
creased taxes on top of a level of taxation such as this coun- 
try has never experienced. What has been the consequence? 
The British national budget has been brought to an actual 
halance of receipts against expenses, and upon this foundation 
there has been built a remarkable re-establishment of na- 
tional confidence and enterprise. 

Before we proceed further on the opposite course of con- 
tinued governmental borrowing on a great scale, we could, I 
believe, study with profit the practical results of these British 
policies. 

When a‘Government is overspending its revenue, as 
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ours is now, by so wide a margin, the problem is not essen- 
tially different from that of a family in similar case. Ex- 
penses must be kept under control and income increased. It 
is perfectly obvious that our Federal Government must levy 
new taxes if we are to avoid drifting nearer the danger line 
of depreciated money or worse. Sooner or later, the Presi- 
dent must call for these new taxes, and it would be better, 
and in the long run cheaper, for the average family, if new 
Federal taxation were imposed now before yet greater levies 
become necessary. But new revenues alone cannot solve the 
problem. Simultaneously, there must be a determined public 
insistence that costs be kept within strict bounds. 

My time does not permit even an outline of this phase 
of the subject, but no one will contend that substantial econ- 
omies in Government are impossible, notwithstanding the ad- 
mitted obligation to provide for the unemployed. At the 
least, we can see that no unnecessary new commitments are 
made. And one thing we can surely do is to support the 
President in his resistance to the vast new expenditure which 
would result from legislation for the prepayment of the 
bonus. 


The point I wish especially to make, however, is that it 
is not through new taxation alone, or economies alone, that 
this great problem of Government finance can be solved, but 
through a judicious combiation of both economies and higher 
taxes. 


It is along that road that our way to safety and stability 
lies. And if we are not sufficiently alert and determined to 
follow it, we must take the consequences. 


If the people—the average families of the country— 
should prove unwilling to insist on strict Government econ- 
omy in future and a/so to submit to higher taxation, they will 
have only themselves to blame if the country drifts into the 
vortex of radically depreciated money. Certainly it is high 
time that the people should thoroughly understand the bur- 
dens that have already been put upon them and take steps to 
see that at the earliest possible moment, our governmental 
agencies shall cease to borrow and begin to pay their own 
way again. 

The question is emphatically not a partisan one. 
Whether our leanings are conservative or liberal, we all face 
a common problem. In his message of March 10, 1933, 
President Roosevelt wisely said this: ““Too often in recent 
history liberal Governments have been wrecked on rocks of 
loose fiscal policy. ‘We must,” he added, “avoid this dan- 
ger.” No man alone, however, can avoid the danger. He 
must have the support of the people at large. Public opin- 
ion, in the long run, will determine the issue. In the long 
run, we have the kind and quality of Government that we 
deserve. It is now time for the average American family to 
face the fact that unless the problem of governmental costs 
is taken in hand by themselves, future taxation will keep 
them and their children working for Government not a mere 
fifth of their time but a greatly larger proportion. 


We have already gone a long way in mortgaging the 
future of ourselves and our families for the support of Gov- 
ernment. If we think this mortgage on the future is already 
big enough, we had better make our voices plainly heard by 
those in charge of public affairs. And we had better make 
them listen to us now before it is too late. 
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Child Labor 





By HENRY !}OBLE MacCRACKEN, President of Vassar College 
Broadcast Over the National Broadcasting Company, January 28, 1935 


SPEAK as an educator, as an educator in a democracy, 
I as one who believes that all children up to the age of 

sixteen should be in school, and from sixteen to eighteen 
should either be in school or under conditions of proper 
apprenticeship for maturity. I am nét. primarily interested 
in the argument, though I believe it to be sound, that the 
lower wages paid children prevent many adults from doing 
the same work at the same wages. That is a matter for the 
American Federation of Labor, and for workers everywhere 
to decide upon. I am not primarily concerned with the con- 
stitutional arguments either for or against the amendment. 
There are good lawyers on both sides, and the Supreme 
Court may well be trusted to rule on the question as to 
whether the present amendment having been adopted by 
great majorities in Congress ten years ago, has now passed 
some imagined statute of limitations in the minds of some 
members of the American bar. The constitutional question, 
it seems to me, is not decided by the opinion of the member 
of the bar, however prominent he may be. It will be decided 
by the Supreme Court, and by that only. Let us cross that 
bridge when we get to it. 

In the meantime, let the people through their legisla- 
ture express their will upon the merits of the amendment. 
Congress passed it with overwhelming majorities and twenty 
states have now ratified it. Let the other states now vote 
upon it. That, it seems to me, is the only sensible course to 
pursue. I am not concerned in the least with the fears and 
objections invoked by those who see an invasion of the 
American home in this amendment. I recall that, when the 
suffrage amendment was under consideration in various 
legislatures, we were told that it meant the nationalization 
of women. All sorts of fears were aroused as to the dreadful 
effect upon the lives of women by exercising the right of 
suffrage. That was, however, half a generation ago, and I 
have yet to see any of these fears realized. I pleaded for the 
adoption of that amendment, because of its educational value, 
because it seemed to me that women needed nothing as 
much as an education in citizenship through responsibility 
for their elected representatives. 

I want children in school, not in the mill. I want them 
at play, not at hard unremitting labor. I want them pro- 
tected from industrial exploitation. 

I am speaking in the name of great American leaders 
of the past. In the name of Mrs. Henry Moskowitz, the 
social worker who was strongly in favor of this amendment. 
In the name of the late Florence Kelley, labor expert, whom 
I respected and admired. Most of all, in the name of Julia 
Lathrop, social worker and first Director of the United 
States Children’s Bureau, who gave her life for child wel- 
fare, and whom I know intimately as a graduate and 
trustee of Vassar College. I shall not discuss this question 
on narrow grounds. I urge legislatures everywhere to con- 


sider it only on the broader issues, which these women 
raised. 

The first issue is this, is the United States government 
entitled to promote education by placing it outside the 
competitive field of labor? My answer to this question is in 
the affirmative. Not only does the United States maintain 
a Bureau of Education, but it promotes education among 
the states by the medium of several laws for the furtherance 
of industrial and technical instruction. There has never been 
any objection to this, so far as I know, on the part of anyone. 
It is thus clear that the promotion of education is within the 
function of the United States Government, and that it is 
one of the agencies by which the United States can, as the 
Preamble to its Constitution affirms, promote the public wel- 
fare. If then it is the right of the United States to promote 
education and, if the United States alone can remove the 
danger of competitive industry from children of school age, 
it is our duty to give it the power through an amendment 
to the Constitution, since it does not at present have that 
power in the opinion of our Supreme Court. 


At this point, I take direct issue with my older col- 
leagues in university presidencies; Dr. Lowell of Massa- 
chusetts, and Dr. Butler of New York. No one admires 
Dr. Lowell more than I. Yet it is difficult for me to take 
seriously his address of a year ago on behalf of the Sentinels 
of the Republic, whoever they are, against the amendment. 
Dr. Lowell’s argument is that under the present amendment, 
Congress could do some things which are obviously unde- 
sirable. He omits to mention all of the desirable things 
which Congress could do, and he further omits to make any 
estimate whether Congress may be likely or unlikely to do 
undesirable things. He omits to mention that every state 
legislature in the land has the power to do the undesirable 
things that he forbodes, and never yet has done them. There- 
fore the burden of proof is on him that Congress would be 
likely to do them. He omits to mention that most of the 
legislatures in our states have done most of the desirable 
things to restrict child labor which it is hoped Congress 
will do under this amendment, and therefore the burden of 
proof is on him to show that Congress would not also do 
most of these desirable things. For instance, he says that 
under this amendment Congress could pass a law forbidding 
a girl, whose mother had died, from taking charge of the 
younger children. Now every state legislature in the country 
has the right to pass such a law, but as none. of them has 
been foolish enough to do it, why should we borrow trouble 
by imagining Congress would do anything of the kind? He 
laments the possibility that Congress, under this amendment, 
could forbid a college boy of eighteen from earning a little 
money toward the cost of his education, but what state 
legislature has ever passed such an act, and what Congress 
would ever do so? What he fails to state is that Congress 
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under this amendment has the power to limit, regulate, and 
prohibit the labor of children under eighteen years of age, 
when it is in the interests of the public welfare that it 
should do so, as the Supreme Court may rule. Does Dr. 
Lowell say that state laws forbidding the labor of children 
are undesirable? No. Why then does he object to the 
power of Congress to pass similar laws, which will affect 
only those states where the legislatures have not protected 
children? No one would do more than I to give opportunity 
to the young college student to earn money toward an edu- 
cation, but not in hazardous occupations, which through 
accidents may lame him for life and render him a cripple, 
and not in industrial conditions where his labor may under- 
sell the labor of adult workers. There is no way to ensure 
that this is done in all states except by congressional enact- 
ment. For this time and experience have proven. 

Dr. Butler in his opposition seems to me even less ex- 
cusable than Dr. Lowell. He twice affirmed in his address 
of last February that child labor had everywhere disap- 
peared, and that therefore there was no need of this amend- 
ment. He knew perfectly well that the disappearance of 
child labor is due wholly to the National Recovery Act, and 
that this act, being limited in duration, does not guarantee 
the continued absence of child labor. He states that public 
opinion everywhere is unanimously against child labor, but 
he knows that there are states in this Union where that is 
not true. He calls this amendment a piece of sentimental 
emotionalism. If it is sentimental emotionalism to desire 
that children everywhere be removed from the menace of 
competitive industry, then I must plead guilty to such senti- 
mentality, and to admire the control of his emotions which 
Dr. Butler exhibits, in opposing the only measure which can 
reach those districts and those industries that stand ready to 
renew child labor the instant that the National Recovery 
Act goes out of existence. Dr. Butler defends the doctrine 
“that government has no possible jurisdiction over the child 
merely because it is a child.” I do not pretend to follow Dr. 
Butler’s twists of philosophical thought, but I am aware 
that government does not hesitate to remove a child from 
improper guardianship because it is a child. Government 
does not hesitate to fine, or even imprison parents who refuse 
to send their children to school because they are children. 
Government does not hesitate to require the innoculation of 
children against certain diseases because they are children. 
One might as well say that government has no right *o en- 
list young men of twenty-one in the army, because caey are 
twenty-one years of age, or to grant the same young men the 
right to vote because they are twenty-one. Government has 
every right to regulate the control of children because they 
are children, not in competition with the home as Dr. Butler 
implies, but in support of the home, which is often helpless 
against the menace of competitive industry in many parts of 
our country. 

Both Dr. Butler and Dr. Lovejoy are silent about the 
privileges now accorded competitive industry to create con- 
ditions in which child labor becomes profitable and therefore 
inevitable. No, the objections of Dr. Lowell and Dr. Butler 
are mere fantasies, and the realities are carefully avoided by 
them. Legislatures will not be deceived by such arguments. 
The first and cardinal principle of the New Deal is that 
human beings come first in the government program. That 





is why President Roosevelt has endorsed the Child Labor 
Amendment. It is one of the means by which he hopes to 
secure every person a living wage and good living. It is 
one of the steps by which the country shall advance to a 
position of honor among the nations of the world, by refus- 
ing to profit by the labor of children. If Dr. Lowell and Dr. 
Butler, or anyone else who objects to the amendment could 
show how education could be promoted as a substitute for 
child labor without this amendment, I should be glad to 
learn the way, and to advocate it, but no such substitute 
has been offered. Certain representatives of great religious 
bodies seem to suggest that the church may step in, but they 
do not say how the church is to have this power. No, the 
only way in which educational advantages have been made 
equal to all has been by governmental action, and wherever 
the economic interests of dominant groups in the states have 
found child labor to their advantage, there we find the edu- 
cational system least efficient, and other children though not 
endangered by the menace of child labor prevented from get- 
ting a proper public education. The existence of child labor 
in any state therefore menaces the other children just as 
the wages paid to children lower the wages paid to adult 
workers in the same fields. It cannot be otherwise. 

I am not afraid of the danger of bureaucracy, which our 
opponents have urged as an objection to this amendment. 
The teachers of this country are the greatest bureaucracy 
the world has ever seen. There are one million of these 
servants of the public. Is this a reason for abolishing public 
education? Let us not be so short-sighted as to dread a con- 
dition merely because of the sound of the word. Good 
bureaucracies are good, and bad bureaucracies are bad, and 
that is all that can be said about it. There is nothing inher- 
ently bad in bureaucracy by itself. It is scarcely likely that 
Congress will enact statutes restricting the labor of children 
more stringent than those now in effect in most of the states. 
‘The Congress under such conditions would then, it may be 
assumed, accept the statements of the state departments of 
labor as evidence that the law was complied with. Bureau- 
cracy, where it should exist, would be only in those states 
which fell below the minimum as prescribed by Congress, 
and it is to the interest of each state to maintain congres- 
sional standards. Such bureaus would gradually grow 
smaller with the effective enforcement of the law. No, 
bureaucracy is a red herring drawn across the trail of those 
who are pressing toward social well being as the goal of gov- 
ernment, and they are not to be deflected from their pur- 
pose by any such specious argument. 

This amendment has but one purpose and only one. It 
is to take children out of the labor market. The arguments 
of those who oppose it seem to admit that Congress will 
have power to take children out of the labor market. Sup- 
pose that some abuses should arise under such congressional 
acts? What ills could be greater than the perpetuation of 
child labor? If there were any real danger of invasion 
of the American home under this amendment, I should hesi- 
tate, but I have yet to find an authority in home economics 
who was opposed to the Child Labor Amendment. On the 
contrary, social workers of my acquaintance are heartily in 
favor if it. If I thought that the peculiar conditions attached 
to life on a farm, where in many of the lighter occupations 
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of the farm at certain seasons of the year your children may 
well help their parents, were endangered, I should hesitate, 
but I find that Henry Wallace, Secretary of Agriculture, 
who is surely competent to talk about the interests of Ameri- 
can farmers, feels no such concern. Mr. Wallace says he 
is strongly in favor of the proposed Child Labor Amend- 
ment. Its sponsors do not propose the slightest interference 
with the farm tamily. Farm chores done outside of the 
school hours, and suited to the age and physical capacity of 
the youngster certainly do not come under the head of indus- 
trial and commercialized employment. But, he asks, how 
without such an amendment it will be possible to protect 
children from industrialized labor on farms away from their 
homes, and so far as I know, no answer has been forth- 
coming from his opponents. 

As an educator, and as an American, I believe in our 
Constitution. I do not need Sentinels of the Republic, or 
committees of the American Bar, to teach me respect for it, 
or understanding of it. I believe that the Constitution was 
made to be amended from time to time, otherwise its fram- 
ers would not have provided for a method of amendment. 
I believe that its framers provided for amendments be- 
cause they knew they were not omniscient, and new condi- 




















tions would necessitate new articles. I believe that amend- 
ment is inherent in the nature of the Constitution, not only 
by actual passage of amendments so-called, but by interpre- 
tation of the Supreme Court, and in many other ways. The 
present trend of life in America is in the direction of public 
welfare. We are maintaining standards of living, wage 
scales, and hours of labor in the interest of the welfare of 
laborers. We care for the dependent, the delinquent, and the 
defective, who are incapable of caring for themselves. The 
care of children is just one step in the great program of 
human betterment, upon which the American public is em- 
barked. To interpret the Child Labor Amendment as a 
step in any other direction is to misinterpret it. 

Under the Constitution in innumerable ways, Congress 
has a chance to do foolish things as well as wise ones. We 
must take the chance that Congress will do foolish things; 
if we are to hope that it will do wise things. It is by pluck- 
ing the nettle danger that we gain the flower safety, and, as 
everyone knows, the firmer you grasp a nettle the less it 
stings. I sincerely trust that the legislatures of the several 
states will lay hands upon the dangerous nettle of child labor 
and cause happy school children, the flower of our nation, to 
come to maturity, in safety. 


Equal Security 


By NORMAN H. DAVIS 


Chairman of the United States Delegation to the General Disarmament Conference 


Delivered Before the Council on Foreign Relations at the Hotel Ritz-Carlton, New York, January 29, 1935 


past three years in discussions and negotiations 

bearing on a reduction and limitation in arma- 
ments, I am persuaded that there is no subject on which it is 
quite so difficult, and yet so necessary and important, to get 
general international agreement. There is, indeed, no prob- 
lem that involves more intricate technical and _ political 
questions affecting national pride and ambition or national 
policy and security. 

Nations will not discard their arms or limit their 
sovereign right to arm unless, or until, they are convinced 
that it is safe and in their interest to do so. And yet, in 
spite of all the delays—dv- to the difficulties inherent in the 
problem itself and to the opposition of those who do not 
believe in disarmament or who have a selfish interest in 
opposing it—progress has been made. The conviction is grow- 
ing that it is a practical problem which can and must be 
solved. Such a vital issue will not down. 

The regulation of armaments by international agree- 
ment is a comparatively new question. There were, it is 
true, a few restricted agreements relating to armaments be- 
tween two adjoining countries, such as that between the 
United States and Canada over a century ago, based on a 
political understanding not to maintain naval forces on the 
Great Lakes, which promoted confidence and benefits on both 
sides. In 1899, when the gravity of the armaments problem 
had become such as to cause concern, an effort was made at 


Ho=« taken part at various intervals during the 


The Hague conference to arrive at an understanding to stop 
for a limited period any further increase in land and naval 
armaments. Due to the opposition of certain delegates— 
notably those of Germany—and to national ambitions and 
rivalries which were stronger than the consciousness of a 
common interest, the realities of the situation were not truly 
faced and this effort failed. 


The result was that in fifteen years afterward the 
nations were plunged into the greatest of all wars. As a 
result of this war, a reduction and limitation of armaments 
by general international agreement began to be a pressing 
and vital issue, and still remains so. Whereas in former times 
wars were fought out between the armed forces of the 
nations involved, modern warfare is fought by a whole 
nation and waged against helpless women, children and non- 
combatants with a view of breaking down the morale of an 
enemy country and inflicting every possible damage upon a 
people as a whole. Out of the horrible experience of the 
World War there grew an overwhelming conviction that 
positive steps must be taken to prevent another such calamity 
and, since the policies which were expressed in the suicidal 
armaments race during the r-. ding decades had been a 
contributing cause of that war, a new conception regarding 
armaments was incorporated as a fundamental part of the 
settlement at the Paris Peace Conference. 


With a view of preventing a future race in armaments 
it was then, in effect, agreed that armaments had ceased to 
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be a question of purely national concern and that measures 
should be taken for their general limitation. As a first step 
in this direction the armaments of the defeated powers were 
reduced to a basis which would render aggression on their 
part impossible and would suffice only for the maintenance 
of internal order. 

As a further move looking toward multilateral disarm- 
ament, the victorious powers voluntarily assumed the un- 
precedented obligation to take steps to reduce their own 
armies and armaments to the lowest point consistent with 
national safety and the enforcement by common action ot 
international obligations. For various reasons few of these 
contemplated steps for the reduction of land and air arma- 
ments have been taken. Nevertheless, they have been a sub- 
ject of almost continuous study and negotiation, particularly 
during the last three years, at the disarmament conference at 
Geneva. ‘This conference has not yet achieved the results 
hoped for, but it is the only agency that exists for securing 
or exhausting every possibility of agreement. Failure to 
make greater progress has been at times discouraging, but it 
is a significant fact that the nations still desire to keep the 
conference going and to avoid the alternative of its failure. 

And I may «also say that one of the very important 
phases of the armaments question will be discussed in Geneva 
in the near future. The appropriate commissions of the Dis- 
armament Conference have been summoned to work out a 
treaty, to enter into effect with the least possible delay, 
which will provide for the treatment of the manufacture of 
and trafic in arms, budgetary publicity, and the setting-up 
of a permanent central body to oversee the functioning of 
the treaty. The American delegation has presented a draft, 
which, it is hoped, will form the basis of this treaty, and the 
attitude of the various powers, already expressed, justifies 
the hope that real accomplishment in this field may be ex- 
pected. Let no one think that in dealing with the manufac- 
ture of and traffic in arms one is dealing with a secondary 
question. Publicity and certain measures of international 
control would remove some of the worst evils of the arms 
trafic and help to alleviate many apprehensions of various 
powers with respect to one another. 

Although no agreements on air and land disarmament 
have been reached as yet at Geneva, very definite and far- 
reaching steps in naval disarmament were taken at the Wash- 
ington Conference in 1922, when the five principal naval 
powers agreed to reduce and limit battleships and aircraft 
carriers, and subsequently at the London Naval Conference 
in 1930, when Great Britain, Japan and the United States 
agreed to extend limitation to all other categories of naval 


- craft. 


The disarmament problem, like most other problems, is 
a continuing one, not susceptible of quick or permanent 
settlement. Naval disarmament, which had been settled for 
a period and largely quiescent since the conclusion of the 
London treaty in 1930, once more necessarily became active 
in the course of last year because the provisions of that treaty 
called for a new conference in 1935 to frame a treaty to 
replace and to carry out the purposes of the existing one, 
following its automatic expiration at the end of 1936. To 
this end preliminary conversations were held in London last 
Summer and Autumn on the initiative of the British Gov- 
ernment. These were formally adjourned on the 19th of 





last December, and Japan’s notification ten days later of 
her intention to terminate the Washington treaty brought 
to a conclusion the first phase of the renewed consideration 
of naval limitation. It would be a great mistake, however, 
to treat either of these two events as setting a definite period 
to all naval discussion. On the contrary, the London talks 
were specifically suspended “in order that the delegates may 
resume personal contact with the governments and the result- 
ing situation can be fully analyzed and further considered.” 

Moreover, the participating governments agreed to keep 
in close touch with each other and with the other govern- 
ments parties to the London and Washington treaties, with 
the hope that “the situation will so develop as to justify a 
subsequent meeting as soon as the opportune moment arrives, 
in which case the British Government would again take the 
appropriate steps.” Finally, the denunciation of the Wash- 
ington treaty, by formally reopening the entire problem of 
naval limitation and of the basic principles and methods by 
which it had been achieved in the past, has greatly increased 
the actuality and immediacy of the subject for each naval 
power. 

While diplomatic discussions and negotiations are thus 
for the time being in abeyance, the issues with which they 
have dealt, and must again deal in the future, are now in a 
state of intra-governmental consideration. I therefore do not 
feel at liberty to discuss publicly the present situation in 
detail. It is indeed the better part of responsible statesman- 
ship to avoid, at this juncture, any statements which might 
create misunderstanding or ill-will and adversely affect ulti- 
mate agreement. As you will realize, it is not merely or even 
primarily a technical naval question which is now involved; 
for while each of the governments concerned is now consider- 
ing the questions raised with regard to naval limitation, they 
are also in the process of examining policies and principles 
which have a vital bearing on that whole complex problem 
commonly known as the “Far Eastern problem.” 

And I may here point out that, although the United 
States has most important interests and treaty rights and 
treaty obligations in the Pacific and the Far East, the so- 
called Far Eastern problem is not exclusively an American- 
Japanese problem. Neither is it exclusively an Anglo-Jap- 
anese, a Franco-Japanese, an Italian-Japanese, a Russo-Jap- 
anese, a Netherlands-Japanese, or even exclusively a Sino- 
Japanese problem. It is a common problem of all the nations 
with possessions and treaty rights and obligations in that area 
and it is the duty and in the interests of such nations to co- 
operate in a friendly and constructive way. My hope and be- 
lief is that a solution through cooperation and common agree- 


‘ment can and will be ultimately found. For the present, 


however, it may be interesting and helpful to give a general 
analysis of recent developments in relation to the basic policy 
of the United States. 

Although last year’s conversations, as I have stated, 
were initiated under the London Naval Treaty and remained 
largely circumscribed by its provisions during the first stage, 
lasting from the middle of June until the end of July, they 
became broadened in scope after their resumption in October, 
as a result of suggestions and proposals<. ‘tted by the Jap- 
anese delegation (which then actively participated for the 
first time), covering the entire field of naval limitation as 
embodied not only in the London treaty but also in that of 
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Washington. The result was that every aspect of the naval 
problem was fully and frankly considered. It was not, how- 
ever, the purpose of these preliminary conversations to reach 
definite conclusions. The talks had no purpose other than 
to explore and prepare the ground for future negotiation 
and agreement. 

Moreover, while the French and Italian Governments, 
as parties to the Washington treaty and signatories of that 
of London, were kept currently informed of developments, 
they did not actively join in the conversations but would, of 
course, become full participants in any later negotiations in- 
tended to reach final solution. 

It would be idle to maintain that important differences 
of opinion did not develop in the course of the talks or that 
it was possible to reconcile all of them. I can assure you, 
nevertheless, that the frequent rumors of sharp clashes and 
frayed nerves were idle speculation. I have attended many 
an international discussion during the past few years and 
none was more calm, frank and amicable than that from 
which I have just returned. All three participating govern- 
ments were in accord in advocating continued naval limita- 
tion by international treaty ; all three recognized the need for 
bringing about as large a reduction in total tonnages as could 
be agreed upon; each was profoundly aware of the dangers 
involved in arms competition and anxious to avoid a recur- 
rence of a naval race. There were, however, two distinct 
points of view as to the methods of achieving this common 
end, partly as a result of divergent views on fundamental 
principles. Questions of principle, indeed, were at all times 
in the forefront, and technical problems, to the extent that 
they arose at all, were always subordinate. 

When I consider the long and futile wrangling over 
purely technical questions which often occurred at the dis- 
armament conference at Geneva, largely because of failure 
boldly to face an underlying conflict of theory, I find, in 
looking back on the recent London talks, that perhaps one 
of their most valuable aspects was the realistic manner in 
which the delegates recognized the importance of tackling 
at once the basic difficulties of principle and policy. There 
was a general absence of haggling over points of detail and 
a continued facing of rock-bottom issues. 

The dominant issue involved was that of “equality of 
security” versus “equality of armaments.” I should like to 
state with all the emphasis of which I am capable, that I 
regard — and I know the President regards — equality of 
security as a fundamental sovereign right of each power. 
If arms equality were the only means of making that right 
effective, I would be the first to advocate it. It is evident, 
however, that equality of naval armament not only fails to 
give equal security, but it is, on the contrary, utterly incom- 
patable with equal security. 

A moment’s consideration of the widely varying defen- 
sive needs of individual nations due to such factors as geo- 
graphical location, coast lines, distribution of outlying terri- 
tory, commerce on the sea, combined strength of land, sea, 
and air forces, et cetera, makes this clear. It is just because 
equal security was the guiding concept that the Washington 
Conference was a success and was able to achieve not only 
limitation but also a drastic reduction of naval armaments. 

Although the word ‘“‘ratio” is not mentioned in either 
the Washington or London naval treaties, the relative naval 


















































strength fixed by the Washington treaty for the United 
States, Great Britain and Japan resulted in a ratio of 
5—5—3 or 10—10—6. The significance of this has been 
somewhat misunderstood. It has been erroneously consid- 
ered by some to mean to imply a different degree of national 
prestige or sovereign right, whereas it means nothing of the 
kind. As a matter of fact, military power consists of a navy, 
an army and an air force, and the combined strength of 
Japan in these three branches of arms is greater than that of 
the United States; yet even so, I do not consider that this 
affects the national prestige of America. 

The simple truth is that at the Washington conference 
of 1922 it was recognized by all that much harm and no 
good could come from the naval race which was then in 
progress; that the only way to stop it was to stop it where 
it was, and that to do so it was necessary to settle certain 
political questions which were the underlying cause and to 
readjust and fix naval strength on a basis which would give 
mutual confidence and security. On such a basis the United 
States, which had a potential lead in the race which would 
shortly have given it naval primacy, willingly agreed to 
give up its lead and to reduce and limit its navy in the 
interest of peace and cooperation. It was recognized that 
while there was a difference in total naval strength or ton- 
nage, which was due in the first instance to the difference 
in actual needs, each power was entitled to equal security, 
and it was at the time fully agreed by the representatives of 
the United States, Great Britain and Japan that the naval 
treaty, together with the other agreements made, established 
equal security. 

Once there had been established a definite equilibrium 
through mutual agreement providing all-around security, any 
further proportionate reduction in armaments could not dis- 
turb this balance, but, on the contrary, would tend to in- 
crease the sense of security of each country in equal measure. 
Thus, it was only on the foundation of the equal security 
created at Washington in 1922 that a further limitation and 
reduction of naval armaments could be achieved at London 
in 1930. On the same basis, the proposals which I recently 
made at London on behalf of the United States, for a 
substantial all-around reduction in naval armaments in such 
manner as not to change the relative strength of the na- 
tions concerned, could in no sense jeopardize the security of 
any of these States. In all my long association with the dis- 
armament problem I have been able to discover no alterna- 
tive method of arms reduction which does not alter the deli- 
cate equilibrium on which equal security rests. 

In using the term “equilibrium” I am not thinking ex- 
clusively or even primarily of relative strengths in armament. 
The balance which was established at the Washington Con- 
ference was not in the first instance one of naval tonnage. 
The work of the conference was an integrated whole which 
had as its primary purpose, and which in fact accomplished, 
a political appeasement. A collective system of cooperation 
for the maintenance of peace in the Pacific and the Far East 
and for mutually beneficial economic development was estab- 
lished, which increased confidence and reduced the causes 
for suspicion and aggression. On this foundation of security 
in the political, economic and psychological spheres was built 
the naval agreement which offers equal security to each coun- 
try in the sphere of naval armaments. 
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I have dealt thus far only with the main principle at 
issue, that of equal security versus equal armaments; a sec- 
ondary one is that relating to offensive weapons. The idea 
has been advanced that aggression can be prevented solely by 
abolishing so-called offensive weapons. That is a fallacy. In 
land warfare certain armaments are used almost exclusively 
for initial attack and invasion, but in naval warfare it is not 
possible to make such a distinction between offensive and 
defensive armaments. In fact, in case of war, any armed 
naval vessel may become offensive as well as defensive once 
it gets beyond the three-mile limit. 

Even agreements between the most heavily armed pow- 
ers not to attack one another are not sufficient, however, to 
prevent aggression. As experience has proven, peace is dis- 
turbed less often by the attack of one strong nation upon 
another strong nation than by the attack of a strong nation 
upon a weak and helpless one. 

It is an obvious fact that the United States has no ter- 
ritorial ambitions anywhere. If we had had any aggressive 
design in the Far East we would not have agreed to sur- 
render naval predominance and to withdraw from the Philip- 
pines and we would not have entered in 1922 into the naval 
treaty by which we agreed not to increase our fortifications 
in the Western Pacific. The aim to which the United States 
is dedicated is to be a good neighbor, respecting the rights 
of all nations both weak and strong, and to cooperate in the 
promotion of world peace and progress. No other country 
need fear any serious disagreement with us unless it disre- 
vards treaties to which we are a party and invades and im- 
pairs our rights. 

As a result of my official service in the cause of disarma- 
ment, | am convinced that the method of the Washington 
Conference is the prototype for every effective effort to solve 
the armaments problem, whether on the sea, on land, or in 
the air. I do not imply that reduction of armaments is not 
in itself a vital factor in promoting and strengtuening peace. 
rom the beginning of the international disarmament move- 
ment, the United States Government, irrespective of the 
party in power, has been a consistent advocate of the thesis 
that limitation of armaments, followed by their proportion- 
ate reduction, generates a sense of security and fosters mutual 
trust and friendship. 

The primary purpose and advantage of disarmament is 
to increase confidence and security and to put a curb on 
aggression. The effect is more assurance of peace, less taxa- 
tion and greater economic progress. Nevertheless, it is equal- 
ly true that, without a foundation of international coopera- 
tion to remove the causes and assist in the settlement of 
political and economic conflicts in an orderly way, no nation 
is willing to limit its armaments, not to speak of reducing 
them. Political and economic instability is the nourishing 
ground of every armament race. 


The meagre results to date of the General Disarmament 
Conference at Geneva can be traced directly to the inter- 





national political unsettlement that has held the nations of 
Europe in its grasp during the past years. 

There has recently been manifest a definite trend to- 
ward finding a solution to the political problems of Europe 
through international collaboration, and during the past 
few weeks the tension on the Continent has been eased, as 
you are aware, to a considerable degree by a series of inter- 
related steps effected through a spirit of mutual accommo- 
dation. And already there is a growing indication that the 
disarmament effort may well be resumed shortly with re- 
newed determination. 

Thus we are witnessing a demonstration in a different 
part of the world, and under vastly different circumstances, 
of the essential truth so wisely recognized and effectively 
applied at the Washington Conference that there is no other 
path toward achieving the limitation and reduction of naval 
or other armaments than by the frank facing of the political 
and economic problems disturbing the relations—and, hence, 
the security of States—and by the mutual collaboration of all 
the countries involved. There is nothing essentially incap- 
able of settlement by these means in the Far Eastern situ- 
ation. I am happy to see this view reciprocated by the 
Japanese Foreign Minister, who in his speech before the 
Diet on January 21 stated “there exists no question between 
the two countries which is intrinsically difficult of amicable 
solution.” 

All the greater is the regret in this country that the 
Japanese Government should have considered it necessary 
or advisable to exercise its unquestionable right to denounce 
the Washington Naval Treaty. The present naval treaties 
represent the most successful of all efforts for disarmament, 
and whatever may be some of the objections to them the 
nations concerned can ill afford to forego the inestimable 
advantages which each of them and the entire world have 
gained from these treaties. 

The cooperation of Japan with the other great naval 
powers of the world having special interests and responsi- 
bilities in the Pacific and the Far East is essential to the 
maintenance of peace. In fact, to strive through interna- 
tional cooperation to preserve peace and lessen the burden of 
armaments is in the interest of every power and a worthy 
mission for any power. The loss of so important a power as 
Japan from a general accord would naturally be deplored. 

But we should not be unduly disturbed by the present 
apparent deadlock or engage in loose talk of an impending 
naval race. The fleets of the principal naval powers remain 
strictly limited by the present treaties until January 1, 1937. 
The London treaty has, in fact, run only two-thirds of its 
course. If each people sincerely rules out of its conscious- 
ness all thought of aggression, and through its actions gives 
its partners in the treaty system convincing evidence of its 
pacific purposes, then there is no reason why during the 
period which remains, an accommodation which maintains 
and even strengthens the sense of security of all cannot 
become an accomplished fact. 
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The Blank Check 


By SENATOR L. J. DICKINSON, of Jowa. 


Delivered over the National Broadcasting System, January 29, 1935. 


ing in the hands of the President the expenditure of 
four billion dollars on a work-relief program. This 
is one-eighth of the entire income of 125 million people. 

We are asked to pass this bill without consideration, on 
account of the emergency existing. In time, an emergency 
gets to be a normal condition. An emergency is only pre- 
sumed to exist for a short time. ‘Therefore, instead of fac- 
ing an emergency, we are now confronted with a normal 
fondition of unemployment, of relief expenditures and of 
public works, necessitated by a depression. We should cease 
to deal with conditions as an emergency and formulate a 
constructive policy for the future. This can never be 
brought about by centralizing all power in the hands of one 
man. 

The forefathers of this Republic were afraid of govern- 
ment control by one man. When the Constitution was 
drafted, very definite limitations were placed on the Execu- 
tive power. Our forefathers knew the lessons of history 
and were versed in human nature. They realized that 
burdens too heavy for the wisdom and strength of one man 
may be imposed upon him. 

It is my contention that four billion dollars ought not 
to be placed at the disposal of one man, and that no one 
in an official position should seek the control of such a vast 
amount of money. 

We have a statement from the Chairman of the Ap- 
propriations Committee of the House that the President was 
consulted about the preparation of this bill; that he has 
approved every section as written; that he wants the bill 
passed; and that he authorized the Chairman of the Ap- 
propriations Committee to so state on the floor of the House. 


Tien is now before the Senate, the legislation plac- 


We are told that it is necessary to have prompt action 
on this legislation in order to meet relief demands. As a 
Republican, I am now ready and willing to vote for a reso- 
lution appropriating, without delay, the necessary 800 
million dollars for relief. There is no desire on the part 
of those of us opposing this four billion dollars appropria- 
tion to delay relief funds for one moment. We do object 
to having the public works fund hooked up with and placed 
in the same bill as the relief funds. This is using the relief 
emergency for the purpose of getting an allocation of large 
sums of money without due consideration—all in the name 
of haste. 

What is to be done with the four billion dollars? No 
one has been able to tell us to date. We have the sugges- 
tions in the President’s message that the work undertaken 
shall be useful. That the work undertaken should not 
compete with private employment. That projects under- 
taken should employ a large percentage of direct labor. 
That preference should be given for self-liquidating projects. 
That these projects should be selected so as not to compete 
with private enterprise. That the work should be planned 
to assure employment to those now on relief. And that the 


projects should be located where they will best serve to 
absorb the present unemployment. 

If these restrictions are to be followed by those in 
control of these funds, why should the language not be 
written into the bill? Why should carte blanche authority 
be given for the administrator to do whatever he pleases? 
Why do we have suggestions made to us, and then have 
legislation presented that contains none of these provisions? 

Why is it necessary to create new bureaus, new or- 
ganizations and buy new equipment to carry out the provi- 
sions of this legislation? We find in Section 3 of the bill, 
the right to purchase automobiles; to create office expense; 
to do all things necessary to work out a new organization 
and establish a new personnel. ‘That the President is au- 
thorized to define the duties of all of these new agencies; 
to create corporations; to consolidate, to redistribute, to 
abolish, or to transfer, the functions of emergency govern- 
mental agencies. 

Why is it necessary that all of these powers be dele- 
gated ?, with even the right to guarantee loans, to purchase 
real estate, to make grants, to acquire property, to develop 
and maintain and improve property, and to prescribe regula- 
tions, the violation of which are punishable by both fine and 
imprisonment. This is centralized power running wild. 

There is no reason why the public roads item should 
not be placed under the Bureau of Public Roads in the De- 
partment of Agriculture. It is not necessary for the Execu- 
tive to have any control over this expenditure. 

There is no reason why the rivers and harbors item 
should not be placed under the Office of Engineers in the 
War Department. Why should not reclamation improve- 
ments be under the Bureau of Reclamation in the Depart- 
ment of the Interior? Why should forestry improvements 
not be under the Forest Service in the Department of 
Agriculture? 


Restrictions should be written into this bill requiring 
that the expenditure of funds for work projects should be 
apportioned among the several states, in proportion to the 
number of unemployed each state bears to the total number 
of unemployed in the United States. That on all work 
wholly within a state, preference should be given to the 
unemployed of that particular state. That no person desir- 
ing work on these relief projects should be subjected to any 
political test of qualification. 

Only recently we found a questionnaire being put out 
by the Democratic County Chairman of Linn County, Iowa, 
as a prerequisite to employment. In this questionnaire those 
applying for work are asked whether or not they voted the 
Democratic ticket in 1928, ’30, ’32 and ’34. Also whether 
or not they voted the straight ticket in the election of 1934. 
Whether the applicant occupied a position as committeeman 
or committeewoman for the Democratic Party, and if so, 
for how long. To give reference of local Democrats who 
could verify the service they had rendered. Also the further 
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question: ‘Do you believe implicitly in the New Deal?” 

This indicates that the whole works program is steeped 
with politics, and is a direct effort to hold those on relief in 
line in support of the Democratic Party. 

If this bill is passed in its present form, it will be a 
second effort to use the public treasury for political purposes. 
There can be no doubt about the use of public funds to in- 
fluence the voters of the country in the past election. This 
biil runs until 1937. It will take considerable time to 
agree upon the works projects. 

Testimony given before the Senate Appropriations 
Committee is to the effect that the items to be covered by 
this legislation have not been agreed upon. If this is cor- 
rect, and if the information is not available as to what is 
to be done with the money, then the appropriation should 
not be made. The members of Congress should be informed, 
and exercise their judgment, as is required of them as legis- 
lative officials, to see that this money is not only well spent, 
but is spent for the purposes for which it is appropriated. 

It is the duty of the Appropriations Committee of the 
Senate to see that proper data is gathered in support of 





every suggested appropriation, whether it be for public high- 
ways, slum clearances, rural housing, grade crossings, rural 
electrification, reforestation, soil erosion, marginal lands, 
community sanitation, rivers and harbors work or stream 
pollution. 

If the data has not been assembled, if no one knows 
where this money will be spent on various projects, if the 
new relief program has not developed to where specific sup- 
port can be given to the various proposals, then Congress 
should not pass the appropriation at this time. 

Congress will be in session for some months. It is the 
duty of the Administration to secure this data and give it to 
Congress, before it asks that we make this appropriation. 

Frank R. Kent in the Baltimore Sun of today said with 
reference to this appropriation: 

“There are indications that he (the President) will 
have no such quick success with the bill in the Senate as 
in the House. There is a feeling among some of his friends 
that this time, perhaps, he has asked just a little too much. 
In the end, he probably will get most of what he wants, 
but it will not be without a fight, nor without paying a 
certain price.” 


Business and the Wage Problem 


By EDWARD A. FILENE, Merchant 
At a Meeting of Commonwealth Club, held at Fairmont Hotel, San Francisco, February 6, 1935. 


Mr. Chairman and Gentlemen: 

WANTED to make this talk short and sweet, but I’m 

afraid it’s going to be sour. I haven't been able to dis- 

cuss the wage problem yet without saying something 
which sounds to some employers like a sour note. 

“It’s all baloney,” a listener told me recently. “It’s all 
right to talk about high wages. Everybody knows that high 
wages can buy more than low wages, but where do I get off? 
Business is rotten. I’m not making a cent. If I added two 
cents an hour to the payroll, I couldn’t pay my rent—and 
then I have to sit and listen to you telling about the business 
advantage of paying higher wages.” 

Well, I am not heartless. Such criticism hurt. If you 
want to know just how that fellow made me feel, perhaps 
you can think back to the time when you participated in one 
of those “Buy Now” campaigns, and you were accosted by 
somebody with a seven dollar bank-balance who asked you 
if he ought to buy a coffin on the installment plan and use 
his seven dollars for the first payment. 

You were right, of course, in urging the public to buy 
now; and if the public had spent its money at the time, it 
would probably have improved business so that everybody 
would have had more money to spend, including this poor 
chap with seven dollars standing between him and starvation. 
But it didn’t work out that way. Those who had a little 
money hung on to it; and all of us campaigners, deep down 
in our hearts, knew that under their circumstances we would 
do the same. 

And I know, in this present discussion, that if 1 can’t 
raise wages, I can’t. I have the deepest sympathy for such 





critics as the one I quoted; and if I can’t show definitely how 
wages can be raised, I ought to be told to shut up. 


This man was in the overcoat business. Although the 
thermometer was below zero, it was the overcoat business 
which was so rotten. 


Why is the overcoat business so rotten in such cold 
weather? Was it because everybody had a suitable overcoat ? 
NO! That’s why I’m here. That’s why I am harping on 
the same old subject. The fact is that millions of American 
citizens at this very moment were cold. They'd have given 
anything they had, almost, for a good overcoat. 


The trouble was that nobody would trade a good over- 
coat for anything these American citizens had. 


But what did they have? What did they have that 
might have been traded for good overcoats? Did they have 
anything which other people could use advantageously if the 
trade could only be facilitated? 


Yes, they did. 


They didn’t have any money. They didn’t have any 
jewels. They didn’t have any more of the necessities of life 
than they needed to keep themselves alive. But they had some- 
thing—something of great value—something that millions of 
Americans would have been glad to make use of. The over- 
whelming majority of them, at least, had knowledge and 
power and skill. Most of them knew things that none of us 
know. Most of them could do things that none of us can do. 


I, for instance, have to have coal, but I would be up 


against it if I had to get the coal myself. Even if I knew 
how, I couldn’t wield a pick and shovel. But many of these 
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fellows could mine coal, if anybody would let them. Their 
trouble was that they couldn’t get a job. 

Why couldn’t they get a job? Was it because Amer- 
icans had all filled up their cellars and nobody needed more 
coal? NO/ Millions of Americans at this same time were 
cold, even when they went indoors. They wanted coal and 
would give almost anything they had to get it. But all they 
had was their knowledge and power and skill. Some of them, 
for instance, knew how to make overcoats; but the people 
who knew how to make overcoats went without coal and the 
people who knew how to mine coal went wichout overcoats, 
and the overcoat and the coal businesses were rotten. 

What was the basic trouble? Why couldn’t we facilitate 
exchange among these groups who were so abundantly able to 
supply one another’s wants? It was because they were short 
of money. 

What is money? Money is a medium of exchange. Its 
purpose is to facilitate exchange. Obviously, however, there 
either wasn’t enough money in the United States at this par- 
ticular time or else it wasn’t being used for that purpose. 

May I digress just a moment, so that no ore will think 
I’m arguing for inflation. Most of us, I think, felt that we 
were rather short of money, and some of us possibly felt that 
the government should issue more ; but while I do not intend 
to enter into a discussion of the currency here, I must ask 
two simple questions. 

When does our country have a lot of money and when 
is it short? Do we get a lot of money by issuing a lot, or is 
there some other factor which governs the actua! volume of 
our currency? 

The answer is that there is a lot of money when there 
is a great volume of exchange. In good times, we use rela- 
tively little currency. We write checks for the bulk of our 
transactions. We issue our own money—money which serves 
the purposes of exchange. On the other hand, when the vol- 
ume of exchange is low, governments frequently indulge in 
currency inflation only to discover that the currency issued does 
not do what money is supposed to do. I do not mean this as 
an argument against currency reform. I simply wish to. point 
out, what we all must know, that our basic problem is the 
problem of exchange—not the problem of discovering a per- 
fect medium. 

What we want to know here is why exchange was 
blocked—exchange between the miners and the overcoat mak- 
ers and the hundreds of other groups, the blocking of which 
made our businesses so generally bad. Why were these mil- 
lions short of money? Was it because they had had some 
money and spent it? 

That seems logical, doesn’t it? That is, if we forget what 
money is. It’s like saying, however, that a man doesn’t know 
anything because he has used all the knowledge which he 
had. If these folks hadn’t spent their money, it wouldn’t 
have been money. Money is a medium of exchange and any- 
thing which is supposed to be money but isn’t being used to 
facilitate exchange ceases for the time being at least to be 
money. If these workers, then, had saved their money when 
they had it, instead of buying overcoats and coal and things, 
those businesses would simply have gone bad before they did. 

It is possible, of course, for a man to lose his knowledge, 
but not by using it. He can lose his knowledge, and become 





utterly unaware of everything—by a simple sock in the jaw. 
Workers likewise can lose their money by a sock in the pay 
envelope. 

We cannot lose money by using it for all that it is 
worth. We can lose it only by not using it or by using it 
for something less than our money’s worth. Money, being a 
medium of exchange, must keep going and coming. If it 
stops coming, it stops going; and if it stops going, it neces- 
sarily stops coming, to facilitate exchange to the limit, of 
course, we must have reserves. We must have banks, insur- 
ance, appropriations for emergencies that have not yet arisen ; 
but even our savings must be managed in ways which facili- 
tate exchange or they will die on our hands. 

Let’s get back, then, to my friend, the overcoat man, 
and see if there is something in all this which may apply to 
his predicament. Out of the goodness of his heart, he wants 
to raise wages. Out of the badness of his business, he wants 
to reduce them. His greatest costs, he says, are wages and 
material. If he could only cut wages ten or twenty per 
cent, he feels, he could make a profit; and because he could 
make a profit, he could keep his business going; and because 
he could keep his business going, he could continue to employ 
his workers ; whereas if he continues to pay what he is pay- 
ing now, or if he were to raise wages, he is certain that he 
will have to lay them off. Isn’t half a loaf better than no 
loaf at all? 

“Well,” I asked him. ““Why don’t you save on your ma- 
terial? Why don’t you make coats that go, say, seventy-five 
per cent of the way around the customer’s body?” 

He saw immediately that he couldn’t do that. He 
couldn’t do it, regardless of how much less it would cost 
him, because he couldn’t sell the coats. But that’s his only 
trouble now. If he could only sell enough coats, he assured 
me, he could raise wages. 

“If you could sell enough coats,”’ I asked, ‘‘would you 
raise wages enough?” 

“What do you mean enough?” he asked. 

“Well, when are wages high enough ?” 

“Enough for what?” 

I was glad he asked me that. Let’s figure it out. When 
are wages high enough to suit the purposes of business? 
When are they high enough to purchase enough overcoats to 
make the overcoat business good ? And to purchase enough of 
the other necessities and comforts of life to make all our 
other businesses good ? 


I confess that I don’t know. What I know, however, 
and what we all know, is that wages are not high enough 
for that today. Yet, the wage-earners and farmers constitute 
the masses of our customers and the only possible market 
large enough to solve our business problem, I’m not now dis- 
cussing the farm problem, but the same general principles 
hold. Unless we can get buying-power into the hands of 
these masses, there is no chance on earth for business recovery, 
and the only buying-power which the wage-earners can get is 
the buying-power which they find in their pay envelope. 

The government, of course, by taxation, may keep these 
masses alive. I’m not saying a word against these billion 
dollar relief plans—either in direct relief or in the carrying 
out of good and useful but tremendously expensive projects. 
But all this by itself cannot revive business to the point 
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where it will generally be good. Nor can the mere printing 
of more money revive business. The government might print 
carloads of money and give a million dollars to every citizen, 
but the money wouldn’t be any good because it could not af- 
fect the exchange of goods and services. ‘The only thing that 
can revive trade is employment on the scale which American 
business could and would employ, if the American masses 
had sufficient real money with which to buy our goods. And 
the only way that the wage-earning masses can get sufficient 
money to buy these goods, to create this employment and to 
bring prosperity all around is through higher wages. 

Let my friend reduce wages in his overcoat factory, and 
let his workers even consent to the reduction in the hope of 
holding their jobs, and what will inevitably happen? In the 
first place, every competitor will find it necessary to reduce 
wages too; and every employee in the whole industry will 
necessarily be buying less than they are buying today. 

Less of what? Less of everything that all our businesses 
have been selling them—little as that happens to be even now. 

That will be a sock in the jaw to all of us. The loss of 
this trade alone may be enough to put a number of business 
men in the red. They'll have to retrench. ‘They'll think 
about cutting wages. And among the other casualties, we 
may all be sure, there will be thousands and thousands of 
American citizens who will give up buying the overcoats they 
intended to buy; and by that time, my friend will feel that 
he is obliged to give us another sock by cutting wages once 
more, 

I don’t like to be sour, and I hate to put it as unfeel- 
ingly as that. And if he has to do it, I know, he has to do 
it, even if it does bring down ruin upon everybody, including 
himself. ‘That’s the way, in fact, that we all did business for 
years and years and years. When business for any reason got 
to going down, we all got busy pushing it down by cutting 
buying-power—by cutting wages. Each did it, of course, to 
save himself. Nobody could blame us for that; only, un- 
fortunately, nobody in the end was benefited. 

But here’s a cheerful note. We don’t have to do busi- 

ness in that way any longer. Something has happened, re- 
cently, which too many of us have overlooked—something 
which, if we make up our minds to use it, can pull us out 
ot this vicious circle and into a spiral which goes up and up 
and up. 
. . Yes—that is what I said 
In these codes today is our great op- 
By using these codes as they may be used, we 
business men may solve this problem of wages in a way that 
will bring business, in the near future, to new heights of 
prosperity. 


I mean our NRA codes. . 
the NRA codes. 
portunity. 


‘Today, of course, the codes are only in their infancy, 
and many of them seem to be rather messy infants. What 
is wrong in the codes, however, is what we business men 
The big news is that, for the first time in 
history, American business men can now act together, par- 
ticularly upon this problem of wages; and we can enforce the 
decisions which we make. All we now need is a better under- 
standing of wages as the buying-power of the only market 
which can be big enough to pull us out of this depression, 
and keep us out. 

Lone before we had our business codes, Henry Ford 


have put there. 








and many others proved that paying higher wages could be 
made profitable. In the depression of 1921, we in Filene’s 
kept wages up in accordance with a practice we had estab- 
lished years before. To do it, however, we were forced to 
go over the whole business as we had never gone over it be- 
fore, in a determined effort to effect savings and to introduce 
more efficient methods. We thought we had been efficient, 
but what we found surprised us. Because it had become nec- 
essary for us to improve our methods, we found ways to do 
so; and we made more sales and more profits during those 
two depression years than we had ever made before. 

In this last depression, on the other hand, Filene’s 
yielded to the general pressure to reduce wages. In my judg- 
ment, it was a grave business mistake, but I was outvoted. 
I cannot prove, of course, that we would have done better if 
my policy of maintaining the wage scale had been followed ; 
nevertheless, the principle has been well established that the 
necessity for paying high wages keeps management on its 
toes, whereas the effort to save expenses by reducing wages 
tends to turn our attention in the wrong direction. 

With business under business codes, however, we need 
have no misgivings. If every competitor is forced to pay the 
same higher code-wages that we must pay, we are left in 
relatively as good a position as before. But all will be com- 
peting in a larger market—a market made larger not merely 
by our own contribution but by the raising of wages through- 
out the whole industry in which we are engaged. We may 
sell little more, to be sure, to our own employees; but they 
will be buying much more from business generally; and be- 
cause more goods are sold, there will be more employment, 
more wages and a larger market for our goods. 

We not only get back the money we pay out, then, but 
we get back more. For money appropriated to higher wages 
creates more buying-power, which creates more employment, 
which creates more wealth—more things which can be ex- 
changed for profit. That’s where we business men come in. 
If we do not use our money to facilitate exchange, however, 
things are not sold, things therefore are not made, there is 
therefore less employment and less buying-power for our 
customers—and that’s where we business men pass out. 


But that is only one phase of our new business oppor- 
tunity under the codes—when, of course, we take these codes 
seriously and begin to use them in the way they can be used. 
If a single business can sometimes effect economies more than 
enough to pay for wage increases which it has made—f it is 
forced, in fact, to discover better methods because of this 
wage increase—think of what a whole Nation-wide industry 
acting as a unit might do. Then think of what all industry, 
organized under a Nation-wide, inter-industrial code, might 
do. 

Great as are the present wastes within the businesses 
which we business men individually control, our greatest 
wastes, after all, are in the structure of business itself over 
which, heretofore, there has been no control. The codes, for- 
tunately, do not mean government control. They mean busi- 
ness control of this structure of business—if business only 
gets ready to exercise such control. Business could never do 
this heretofore, because it had no authority to stop practices 
which were ruinous to business; and it was always a case of 
government control or no control whatever. 
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But what a difference now, if we only understand our 
opportunity. To be sure, when we first started to make these 
codes which, under the New Deal, could now be made bind- 
ing, we were so bewildered in many cases that we even tried 
to fix prices, and decreased mass-buying-power at a time 
when the one thing needed was a great and organized increase. 

Every time we raise prices, we thereby reduce wages; 
and even if we raise wages at the same time, we are not likely 
to repair the damage. For most of us have more customers 
than we have employees; and when we reduce wages, we 
merely cut the wages of our employees whereas, when we 
raise prices, we cut the wages of all our customers. The 
only safe rule to follow, then, is for business to lower prices 
while it is raising wages. Prices are best lowered, however, 
by competition. Our need, therefore, is to leave prices in 
fair competition while taking wages out of competition. 

How high we can make wages, I do not know. The 
higher we can profitably make them, however, the more pros- 
perous will business be; and with the economies which busi- 
ness can and will even be forced to make, not merely in our 
separate factories and stores, but in the whole hitherto dis- 
organized process of production and distribution, we know 
that we can bring wages to hitherto unknown heights, de- 
velop a mass market which has scarcely yet been touched and 
create such prosperity as business has never known before. 

That we do not do this is clearly the fault of business 
and of our business organizations. Business is in a bad way 


now only because, instead of organizing according to the 
actual facts of the present situation, we have carried over 
into this age of plenty those principles and traditions which 
could apply only to an age of scarcity. To sell what modern 
industry can produce, it must be sold to the masses. Our 
one great, basic, business problem, then, is how the masses 
can get sufficient buying-power to keep business good ; which 
means—-because our machines are necessarily more and more 
productive—not merely increased wages but constantly in- 
creasing wages. 

In our chambers of commerce and other business organ- 
izations, however, we have not yet got around to organizing 
for this definite objective. We still think of wage increases 
as a concession—as some sort of additional expense to us. 
Wages, therefore, remain too low for our purposes. We 
can’t keep our machines running ; and unemployment—which 
is the absence of buying-power—blocks every move we do 
attempt to make. And because we do not organize to end 
this unemployment, in the only way it can be ended, we still 
find ourselves burdened with super-taxes for the relief of the 
unemployed. 

This depression, then, is strictly up to us. We can get 
out of it at any moment we are ready to get out. To get 
out of it, however, and to stay out, we must organize, in our 
chambers of commerce and our trade associations, to solve 
this wage problem, not according to any ancient tradition of 
wages, but according to the facts of this mew machine age. 


The Stabilization 
of International Shipping 


By R. J. BAKER, President, American Steamship Owners’ Association. 
Joint Auspices of the British Broadcasting Co., in England and the National Broadcasting Co., in the United States. 
Broadcast from London, January 20, 1935. 


HE rationalization of shipping is perhaps the most 
perplexing problem now before the nations. 

Shipping, from the domeszic standpoint, is a public 

utility of vital importance to industry at large. Interna- 

tionally, shipping remains today ‘as it has through the 

centuries a key factor in the development of foreign trade 
and the maintenance of our facilities for defense. 

As a result, any attempt at the rationalization of ship- 
ping on an international basis must take into account the 
hidden factors of trade and defense. It is these factors 
which have expanded world tonnage to a level far beyond 
the legitimate needs of the day. It is these factors which, 
in the final analysis, will dictate a solution of the problems 
now under discussion. 

Were shipping a purely commercial proposition, it is 
doubtful if the present situation ever could have developed. 
Not even the exigencies of international competition, de- 
manding always the newest and the best equipment, would 
have compelled the launching of greater and ever greater 
vessels in the face of falling rates and diminishing volume. 
Somewhere along the line—were ships operated as purely 





commercial vehicles—the rules of business would have dic- 
tated a halt. 

Instead of a halt, however, some of the nations have 
built at increased speed and others to a degree hardly justi- 
fied by present prospects in the realm of foreign commerce. 
I do not cite these facts as criticism of the policy of any 
nation. Shipping, because of its many-sided role in the 
preservation of a balanced economy—not to mention its sig- 
nificance in a military sense—is too important to ignore. A 
Merchant Marine of some proportions is necessary to the 
welfare of every maritime nation. Just what those propor- 
tions are will constitute the real issue of the international 
conference shortly to be held in this city. 

Few shipowners, I venture to say, will contend that 
shipping should be abandoned to the ravages of a laissez 
faire policy. The very fact that the operators of various 
lands are willing to meet in formal conference indicates 
the passing of a policy of unbridled competition. The pur- 
pose of the meeting, to RATIONALIZE, indicates more 
eloquently than anything I might say the unique character 
of ships in the arena of world trade, in the forum of world 
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affairs. ‘The word RATIONALIZE can mean nothing 


less than a frank recognition of the right of each nation 


to a Merchant Marine adequate to its own needs. Com-. 


petition being what it is, we cannot deny that what are 
considered the needs of one nation may occasionally conflict 
with those of another. That is true in all business, domestic 
or foreign. The word RATIONALIZE was born of the 


necessity for an amicable adjustment of such conflicts. 


Rationalization implies control, balance, scientific man- 
agement of the implements of trade. It also implies just 
consideration of the needs of the contracting parties. There 
would be nothing RATIONAL, for example, in attempting 
to throw world shipping into the chaos of unrestricted 
rivalry. ‘That, it seems to me, would be an entirely IRRA- 
TIONAL procedure. It would be especially irrational on 
the part of those nations which, because of higher costs of 
building and operation, could not survive in the interna- 
tional market without some form of assistance. 


The United States is such a nation. Our traditional 
policy of protectionism has brought about an elevation of 
the price structure to a point where American shipping 
simply cannot exist, unaided, in the international market. 
Other industries are given protection in the form of tariffs, 
which in some cases amount to virtual embargoes. Shipping, 
which cannot take shelter behind the walls of a high tariff, 
has lately been afforded some protection through a system 
of mail contracts which are in effect subsidies for the opera- 
tion of vessels in foreign trade. The subsidy totals some 
$26,000,000 for the current year. 


The amount of the subsidy may seem disproportion- 
ately large to some of our foreign friends, but it must be 
remembered that the same costs which make a subsidy neces- 
sary also make it less effective. It must be remembered 
further that most of our competitors are already subsidized 
by lower costs of construction and operation. Many of 
them, in addition, are granted substantial subsidies by their 
respective governments. American operators, meanwhile, 
must meet not only the lower costs of foreign lines but the 
subsidies which these lines receive. This may seem like a 
rather involved analysis of what should be a simple problem. 
It should be taken into consideration, however, whenever 
there is any attempt to draw comparisons between the 
amounts spent by various governments for the protection of 
national shipping. 

The American subsidy is really a modest expenditure 
when considered in conjunction with our area, our popula- 
tion, trade and general importance as a world power. No 
American vessels have been subsidized for trade in indirect 
services. A few of our ships do stop at more than one 
foreign port in the course of their run, but none of our 
ships—to the best of my knowledge—has been sent out to 
trade between countries other than our own. The begin- 
ning and the end of the voyage for American vessels is 
always an American port. I am not implying that there 
is anything nefarious about the indirect trades; a good 
proportion of the world’s goods has been carried by vessels 
sent out to serve wherever there was need of their services. 
I cite this circumstance only to stress the point that Amer- 
ican vessels confine themselves almost exclusively to direct 
trade and that American subsidies have been expended al- 
most entirely in the interest of commerce which we help to 


create. In this respect, 1 should say, our subsidy must be 
viewed as a purely defensive weapon. 

American vessels are today carrying but a third of the 
goods entering or leaving our shores. Of the several hun- 
dred thousand passengers who annually go abroad, even less 
than a third travel on American vessels. In the North 
Atlantic, where American travelers constitute 70 per cent 
of the total and pay 85 per cent of the fares, our ships get 
10 per cent of the business. 

Under these conditions, it is difficult to see where 
foreign interests have been jeopardized by the modest 
maritime program of the United States. The AMOUNT 
of aid given to American ships, and the MANNER in 
which it is dispensed, are purely domestic considerations. 
So long as American vessels confine themselves to our own 
trade with other nations, and do not seek a disproportionate 
share of that trade, I feel that we have already embarked 
upon a program of rationalization of the very kind con- 
templated by this conference. 

In this connection, I have some figures recently pre- 
pared by our association to show just where we stand in 
relation to the world situation. In trade, we find that the 
United States exports more goods than any other power, 
and is second only to Great Britain in the volume of her 
imports. Our sea tonnage, meanwhile, is but half that of 
Britain, and of our total seagoing fleet less than 3,000,000 
tons are engaged in foreign trade. Of the latter figure, to 
go further, some 600,000 tons are accounted for by the 
tanker fleet, most of which is engaged in intra-company 
business and therefore of little account to the open market. 

American construction, meanwhile, has been extremely 
modest. Our huge war-built fleet has been largely 
liquidated. Fewer than 50 passenger and freight vessels 
have been provided by way of replacement. Forty-two new 
ships, of combination passenger and freight design, have 
been built with government loans as a result of the 
Merchant Marine policy formulated in 1928. Forty other 
ships, of war-time construction, were reconditioned. Two 
freighters were launched in 1934, the first built for Amer- 
ican account in more than 12 years. 

Total American construction, from the end of the war 
program down to the prestnt, aggregated but 1,700,000 
tons. This includes vessels of all types, everything over 
100 tons, sea and Great Lakes. British Empire building, 
meantime, totalled nearly 12,000,000 tons. Germany was 
next, with 3,000,000 tons, followed by Holland, 1,300,000 
tons, Italy, 1,100,000 tons, and Japan and France, with 
slightly more than 1,000,000 tons each. The world total 
for the post-war period has been approximately 24,000,000 
tons, of which the United States accounted for just seven 
per cent. American yards have stood ninth or tenth among 
the maritime nations for every quarter of the past three 
years. 

The contribution of the American fleet to the current 
surplus is further reduced by the slower speed of those 
vessels left over from the war days. These ships, some 200 
of which must shortly be replaced if we are to maintain 
any semblance of a maritime policy, range in speed from 
10 to 14 knots. Present day freighters are being powered 
for speeds ranging up to 18 and 19 knots. Obviously these 
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ships contribute much more to the overtonnage of the routes 
of trade than do the slower and less efficient vessels of the 
War era. 

In the matter of idle tonnage, which is after all a sort of 
voluntary rationalization, the United States has gone a long 
way to remove surplus equipment from the market. The 
world figure stood, on October 1, at slightly more than 
6,000,000 tons. Of this amount the United States ac- 
counted for 2,800,000 tons, or nearly half. Our laid-up 
fleet is as large as our foreign-going fleet, a situation 
which—I may safely say—is matched by no other power. 

In calling attention to these figures, I am not in any 


sense attempting to prejudice the case of other powers. 
Every nation must decide for itself the shipping establish- 
ment necessary to its own best interests, and defend that 
establishment as best it can. The fact that the nations are 
willing to discuss an industry so vital to commerce and to 
national defense augurs well for the future. The history 
of shipping is a history of chaos and strife that has all too 
frequently resulted in strained relations and even war. The 
London conference, regardless of its outcome, at least in- 
dicates that force is no longer the law of the sea and that 
reason has been brought to bear upon a region where reason 
was once unknown. 


National Dangers of the 30-Hour Week 


Address of MALCOLM MUIR, President, McGraw-Hill Publishing Co., Inc. 
Member, NRA Industrial Advisory Board; Director, National Association of Manufacturers, etc. 
Over National Broadcasting Co., Thursday, January 31, 1935. 


ordinary bill. You probably have heard something 

about it already and I think you are going to hear 
a great deal more about it because it would so vitally affect 
the lives of every man and woman. 

It is called the Black-Connery Bill. This bill proposes 
that it be the law of this country that those working in 
office, shop, or factory shall not be allowed to work more 
than six hours in one day or more than five days in one 
week. It further provides that wages shall not be reduced 
from whatever they are today for the longer week’s work. 
Of course such an idea has a great appeal. I suppose the 
majority of those who work wish that they did not have 
to work as hard or as long, as at present. Obviously if 
the working hours of each person are cut it will take more 
people to get the same amount of work done. This should 
mean more jobs and the idea that we can make more jobs 
which will put a great many of the unemployed back in 
factories, stores and shops without cutting the wages of those 
now employed, has a very strong appeal. 

Of course, we would like to see the millions of people 
who want work get it and we would like to see the great 
expense of supporting them out of taxes reduced but the 
great question is, will the Black-Connery Bill accomplish 
that purpose. 

In the back of the minds of those who are past forty 
is the recollection that the hours of work for the average 
man and woman have been getting shorter and shorter. 
There is no question but that this has been a good thing. 
We remember when the twelve hour day was not uncom- 
mon. ‘Then came the ten hour day and then from perhaps 
1900-1920 there gradually came the eight hour day. 

All this has been good, on the whole. The twelve 
hour day was I suppose a holdover from the habits of the 
farm and the hand workshop and the general life of an 
earlier day. It is one thing to do the work around the 
farm from daybreak to dark because unless it is haying or 
harvest or ploughing time, the pace is moderate and the 
jobs are widely varied. There are long seasons, as in winter, 
when there isn’t so much to be done. It is quite another 


‘i has been introduced in Congress an extra- 


thing to stand on an automobile assembly line making the 
same motions, so many to the minute, hour after hour for 
twelve hours, or even ten. Eight we find, is reasonable 
limit. And the same thing applies to the girl at the high- 
powered sewing machine in the clothing factory, or the 
bank clerk running an electric adding machine at top speed. 
We found, as the modern machine developed that we had 
to reduce our working hours, for human reasons. And, of 
course, the machines increased our ability to make things 
so rapidly that the amount of goods we made increased 
even though we didn’t work so long. 

Well, why not go further? Why not cut hours from 
40 a week, which probably is something like the average 
today, down to thirty? That is what people are asking. 
Like the old New England Yankees, we might answer a 
question with a question, and ask, ‘Well, why not 20? 
Why not 10? In fact, why work at all?” 

Let us look at this question of work and wages and 
everyone’s prosperity. I think we shall have shorter hours 
of work as time goes on. I think we may reach the 30-hour 
week in time. But for Congress to pass a law that would 
disrupt all business and change our working and living habits 
overnight is not the way to do it. We shall get there just 
as slowly, or just as swiftly as machinery and manufacturing 
skill improve in one industry after another—and no more 
swiftly or no more slowly. Any attempt to do it by law 
will be a disaster of proportions so serious I hate to think 
about it. 

Why do I say that? Well, let us get down to simple 
principles. No one works for money wages. We all work 
for the things money will buy. We have to have food and 
shelter and clothing, and after we get those things, we 
want an automobile, and a radio, and an electric refrigerator 
and tickets for the movies. With money we can always get 
those things, so we say we are working for money. But 


when we stop to think, we see that isn’t so. We work to 
get things. 

Now, what would happen if Congress should pass a 
law cutting down the hours of work by one fourth, with no 
pay cut? 


It is the same thing as raising wages one-third. 
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It is the same thing to the manufacturer, surely, for he will 
have to hire one-third more men to turn out the same 
amount of goods. 

It is certainly the same thing to you for it is just a 
simple way of saying that the price of everything you have 
to buy will be increased considerably. I am not going to 
give you a lot of statistics—statistics should be seen and 
not heard—but I believe they show conclusively just what 
your common sense will tell you—that with the price of 
everything increased considerably, everybody would find out 
that he was no better off—was worse off, in fact. That is 
what I meant when I said, we don’t work for money, 
really. We-work for things. Any plan which makes it im- 
possible for us to buy so many things as we do now is no 
benefit; it is a step backward. 


If someone will improve the present tools and 
machinery so that a man can produce in six hours as much 
as he does now in eight, why, then, we can pay him one- 
third more, and maybe cut the price to you of the goods he 
makes. Now do not be deceived by the fact that this sounds 
very simple. It is simple, but it actually represents what 
has happened over the course of the years. As the lab: 
cost of making an article has come down through the in- 
vention and the improvement of machinery and methods, 
prices have come down, wages have increased, hours have 
been shortened, and everybody has been better off. Walk 
through a 10-cent store and see the amazing things you can 
buy for a dime, and try to remember what your grand- 
father paid for similar articles. Then ask yourself if you 
believe all these things can be made so much more cheaply 
that everybody who makes them can have a one-third boost 
in wages, on one day’s notice, or even on a year’s notice, 
and still make these things to sell for a dime. 


Do you think automobiles can suddenly be made a 
third to a quarter cheaper? Or do you think, as I do, that 
the result of the Black-Connery bill would be to increase 
the price of cars so that a great number of people would 
suddenly discover they could not afford to buy one? That 
would mean that fewer cars would be made, which would 
mean that soon more people would be out of work, as the 
same effect was felt in other industries. We should be 
much worse off than when we started. 


Of course, there is one very big group of our people 
who would be hard hit by any such law. I mean the 
farmers. They wouldn’t get any shorter hours, and the 
price of everything they buy would be boosted right away. 
Since they would have no more money to buy with, they 
would simply have to buy fewer things. And that would 
further increase unemployment. Much of such recovery as 
we have had so far has been due to the fact that the prices 
the farmer gets for the things he raises have been boosted 
so that he has been able to buy more of the things city people 
make, and that has created a great many jobs. The farm 
prices, as you know, were seriously below the prices of 
manufactured goods. ‘The dislocation was part of the cause 
of the depression. Well, the Black-Connery bill would do 
a great deal to put us right back into that mudhole again. 
lnless the government raised farm prices to match. And 


of course, everyone of us would pay for that through in- 
creased prices of food. 

It is plain enough to anyone who will think about it 
even a little that the amount of money each one of us re- 
ceives for our work is not really the measure of our pros- 
perity. During the Alaska gold rush reports came back 
that workmen were getting paid $25 a day. So they were, 
but they paid $100 for a pair of shoes, $15 a day for board; 
$25 for a quart of strawberries. You can raise everybody’s 
wages, if you raise prices at the same time. But you can’t 
do this quickly in any other way. 

Now, up to this point, I have tried not to be alarming. 
But there is something that has to be said, and we might as 
well face it. Passage of the Black-Connery Bill would have 
not only bad effects over the long range of time, but it 
would bring down upon our heads an immediate and appall- 
ing disaster. I know those are strong words, and I know 
exactly what they mean. But I repeat, an immediate and 
appalling disaster. Business can adapt itself to the most 
difficult, the most outrageous circumstances, and it has done 
so again and again in the past. 

But one thing business cannot do—never has done, and 
never will. 

It cannot change abruptly. Faced with a law ordering 
an increase in labor costs of one-third immediately, most 
small businesses and all but a few of the biggest corporations 
would have to shut down. They have no reserves left to 
meet such an enormous increase in cost. Reserves have 
long since been used up in the depression. True, business 
would make some kind of a new beginning, some day. But 
the first, the immediate effect of a 30-hour bill would be a 
huge increase in unemployment. There are now millions 
of jobless. I should expect the Black-Connery bill to double 
their number, very quickly. 

Now don’t get the idea that this would be done out of 
deliberation, or as a kind of employers’ strike of protest, 
or anything like that. When the factory shuts down, it is 
the boss who loses money, hand over fist. And he wants 
to keep going, and make profits. But it would simply be 
impossible under the 30-hour bill. He would have to raise 
his prices immediately and you would stop buying. We are 
all just getting ready to buy again, after doing without 
things for these few past years. We are tempted by bar- 
gains, or we have decided we can at last risk spending a 
little money for something we have wanted. Now jack up 
prices suddenly, and we will stop buying again. 

It would be a profound shock to the country—and 
the country, on the eve of what I confidently believe to be 
revival, can’t stand another shock. ‘Therefore, do not con- 
sider the 30-hour week bills as a matter of interest only to 
wage earners in shops and factories. It will slow up all 
recovery and lower, not improve, the living standards of 
every man, woman and child in this country. 

No, we do not want the 30-hour week just yet, whether 
we are employers or workers. And it concerns you so di- 
rectly that it behooves you to convince yourself that you do 
not want it, and then make your conviction known. Make 
no mistake, this pleasant-sounding plan would only rob you 
and your families of any chance of again enjoying prosperity 
and happiness. 
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